The Outlook 


A Significant Attempt At European Restoration—Liquidation Almost Complete—R 


cing the 


Competitive Feature in Business—Tariff Problems—The Market Prospect NS 


HESITATING air is manifest in business in the 
past few weeks. The basic industries are still fairly 
well occupied but show a tendency toward lower 
output. Demand has slackened noticeably in a number of 
directions. Railroad car loadings indicate a falling volume 
of traffic, partly owing to seasonal considerations and partly 
owing to the slump in industrial activity. The cut in crude 
oil prices has unsettled that market. Steel production is 
fairly well maintained but new buying has slackened. Retail 
activity is not so large as in the pre-holiday season. Whole- 
sale and jobbing trades are comparatively quiet. 

From the above it is evident that a period of quiet has 
developed in business. This is more particularly due to 
year-end adjustments than to any other factor. Underlying 
the entire situation is an air of confidence with regard to 
the future. Fundamental factors such as the money situation, 
international political conditions, and progress with regard 
to liquidation in general should inevitably exert their effect. 
Broadly the trend of industrial activity continues upward. 
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fF, CONOMIC difficulties in Europe, and 

the success attained during the Wash- 
ington Arms Limitation Conference have 
combined to bring about a decision to 
summon a new conference at Genoa probably about the 
beginning of March of this year. The Genoa Conference 
is of special interest because of the determination to include 
both Russia and Germany—a plan which insures considera- 
tion of many subjects that otherwise would likely be neglected. 
It is evident that reparations and international investment of 
capital will hold a prominent place in this conference and 
that a very important position will also be given to the dis- 
cussion of foreign exchange and the connected problems. 
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In these circumstances, it is not strange that there should 
be a strong desire among the European nations to have the 
United States participate. Such representation, it is already 
indicated, is desired to be of an official character, instead 
of being conducted through an “observer” of the sort we 
sent to the Brussels Financial Conference over a year ago, 
of the kind that has represented us since then at international 
gatherings. There is as yei no indication of the plans of the 
Government at Washington with regard to the matter but the 
logic of the case plainly demands full participation on the 
part of the United States. 

Whether the results of the discussion will be such that 
we can join in carrying them out is a matter properly to be 
deferred to the future since there is no use in crossing such 
bridges before they are reached. The important step now 
to be taken is that of ascertaining what can be done to give 
relief in Europe and to restore our own trade to a satisfac- 
tory basis. Then it will be much more nearly feasible to 
decide how far we can and will go in putting such a pro- 


gramme into effect. 
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URTHER difficulties in banking have 

been an unfortunate incident of the 
first days of the New Year. Probably 
the most outstanding episode is the absorp- 
tion of two Chicago banks by two others, but similar incidents 
have occurred in other places and there is reason to expect 
that possibly others will be heard from. /n all this there 
is, however, no ground whatever for doubting the solidity 
of our banking structure. Not only is the Federal Reserve 
System exceptionally strong in gold with a reserve of over 
70 percent, but the member banks of the country have 
steadily liquidated their commitments in most regions and 
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BANKING 
DIFFICULTIES 
NOT SERIOUS 








over a large part of the country are well supplied with sur- 
plus funds. So extensively is this the case, that the banks 
will be regarded as amply able to meet any need that may 
be brought to bear on them without the necessity of redis- 
counting at Federal Reserve banks. In fact, a good many 
of them are closing up their rediscount lines and withdrawing 
entirely from Reserve Bank accommodation. 

It is to be expected that the portfolios of Reserve Banks 
will fall off still further as the volume of tradd in the country 
recedes, and especially as prices recede. Banking difficulties 
in short must be regarded as largely local, involving only a 
limited number of concerns, which have been hurt either 
through unwise or speculative advances, or through the fact 
that some of their customers have suffered in an exceptional 
degree by the recession of prices. There is no reason to 
doubt that the banking situation especially in the Eastern 
and Northern States is very satisfactory. The South and 
West still have much liquidation to take care of but they 
have at least made a beginning. 
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HE figures made public by commercial 
agencies for the year 1921 show a 
very decided increase in commercial fail- 
ures amounting in round numbers to some- 
thing like 75% as measured by the volume of liabilities. 
Among the national banks the year’s record shows that 
there was a total of about 40 failures as against 7 during 
1920. These figures on the face of things look large but 
when they are carefully considered the significance of them 
is considerably lessened. The increase in failures was largely 
among small concerns which were pushed to the wall through 
price reduction or otherwise. Particularly in the banking 
field was it true that the failures which occurred in 1921 
were relatively small and unimportant, although their aggre- 
gate number makes them look formidable. Although pre- 
dictions can never be relied upon with certainty, the prevail- 
ing opinion among commercial experts is that the first month 
or so of the New Year, although they may see some enlarge- 
ment in the number and value of failures will probably close 
the period of increase and that thereafter a decline will set in. 
This prognostication is based on the belief that liquidation 
is about complete, in most commercial lines, although in a 
few there are still some serious obstacles to be overcome. 
On the whole the past year’s record has been of a character 
to furnish convincing proof of the stability and solidity of 
the general business structure. Never before, probably, has 
so severe a strain been felt by the business world and the 
fact that it has been able to resist the pressure in the degree 
it has constitutes a corresponding tribute to solvency and good 
This would remain true even if the ratio 
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of failures were to continue increasing for some time to come. 
On that account the volume of failures in this period is 
not likely to contain very especial significance. 





{XPERIENCE gained during the high 


CONSOLL price period has shown where indus- 
DATING ie Reg ase vein 
INDUSTRY trial waste was occurring, and has indicate 


methods of economy and saving of costs. 
The further consolidation of unnecessarily competing plants 
and the reduction of costs of manufacture has been rendered 
more evident as a necessity as prices have declined. While 
prices were advancing, there was a strong impulse to the organ- 
ization of new companies and the number of corporations in 
existence very greatly expanded. They were able to do so 
because purchasers of raw materials and manufacturers of 
goods were insured of success since everything bought could 
invariably be sold at more than had been paid for it. The 
working of the reverse process is seen in the retirement of many 
mushroom concerns from business, while those which remain 
are united and reduced in number as circumstances from time 
to time show to be advantageous. 
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“THE great need of new revenue entailed 


pn AND by Federal legislation now in prospect 
PROSPECTS largely emphasizes the unfortunate condi- 


tions growing out of the death of Senator 
Boies Penrose, Chairman of the Senate Finance Committee. 
Tariff legislation was being considered by the Finance Com- 
mittee at current hearings but no conclusion had ‘been arrived 
at prior to the death of the Chairman. It now remains for 
the Senate to provide means for carrying on the tariff dis- 
cussion. With this end in view Senator Porter J. McCumber 
has been designated as Chairman of the Committee. 

Mr. McCumber represents the State of North Dakota 
and is a member of the agricultural bloc as well as a strong 
advocate of the soldiers’ bonus bill. A\s to the tariff, he has 
been an advocate of fairly high protective duties especially 


on Western farm products. 
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HE absorption power of the. market 
has been indicated during the first 
fortnight of the new year. After an ad- 
vance running over a few months, such 
realizing as came in met plenty of buying orders, and easy 
money conditions which have prevailed within the past several 
days added a further stimulus. 

We see no reason to alter our opinion as to the long trend 
of the security market. 
should be expressed in the well secured preferred industrial 
and railroad issues, as well as those common shares which are 
showing ample margin over dividend requirements. 

It is quite within the bonds of possibility that in addition 
to the large number of domestic purchasers, we shall, within 
the next few months, see some little rivival of buying by 
foreign individual investors and corporations, who, as soon as 
circumstances will permit, will endeavor to replace part of 
the enormous quantity of securities liquidated by them during 
the war period. 
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UR Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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Is Another Merger Period Approaching? 


Lessons of Previous Mergers—How Security Holders Are Likely to Fare 


HE evident approach of a merger of 

independent steel companies into a 

second big steel combination makes 
a timely subject for discussion, the possi- 
bilities of another period of mergers such 
as occurred about twenty years ago—1900 
to 1902. 

The test of the strength of any cor- 
poration or industrial combination is not 
what it can do in the years of plenty, but 
its showing during hard times. We have 
had and are, in many respects, still in such 
a period, and weakness has already been 














THE LATE E. H. HARRIMAN 


The broker’s clerk who became one of 
America’s greatest captains of industry 
and who was instrumental in the forma- 
tion of the great Union Pacific combine. 


disclosed among steel corporations which 
were left out of the big United States 
Steel merger of April, 1901, or which have 
grown into substantial proportions since. 

The situation in the steel trade twenty 
years ago was similar to that prevailing 
at present. At that time Andrew Carnegie, 
head of the Carnegie Steel Co., was the 
most powerful factor in the trade. He 
had for many years followed the policy of 
building up his plants out of earnings, 
scrapping his old machinery, and keeping 
his whole organization up to a high state 
of efficiency by making partners of his 
chief executives. Charles M. Schwab was 
one of these, and the principles which he 
then learned from Carnegie are now being 
carried out in the Bethlehem Steel Cor- 
poration. 

The Carnegie company was one of the 
few which, in the great era of consolida- 
tion marking the first few years of the 
century, had not been promoted, merged, 
or recapitalized, and many an envious eye 
was cast upon it, because it afforded such 
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possibilities for promotion profits. Mr. 
Carnegie originated the saying, “Steel is 
either a prince or a pauper.” When it was 
a prince, everybody made money; under 
pauper conditions, Mr. Carnegie made 
money, but the others made little or none. 

The Moore Brothers, who had promoted 
National Biscuit and a number of other 
enterprises, saw an opportunity to bring 
about a big steel consolidation and paid 
Carnegie $1,000,000 for an option on his 
plant, but during the period of the op- 
tion they were unable to finance so 
large an enterprise. When the option 
expired, they tried to get their million 
dollars back again, but were unsuccessful. 

In the early part of 1901 there were a 
number of combinations in the steel in- 
dustry which had been formed out of vari- 
ous groups of corporations actually en- 
gaged in the manufacture of steel. Some 
of these were the Federal Steel, American 
Sheet Steel, American Steel & Wire, 
American Steel Hoop, National Tube, and 
others, which, standing as separate and 
competitive units, were in a comparatively 
weak position. Carnegie could make 
everything they did, and do it more 
cheaply. He owned ore lands, ore ves- 
sels, railroads, iron and steel plants, as 
well as facilities for turning raw materials 
into finished product in various forms. 
His position was largely that of Mr. Gary 
and his U. S. Steel Corporation as it 
stands today, except that Carnegie, who 
was getting along in years, was willing to 
flirt with those who wanted to buy him 
out, while Gary is not. Furthermore, 
Carnegie represented himself and asso- 
ciates—a compact, closely held organiza- 
tion; whereas Gary is managing the Steel 
Corporation for the 189,000 holders of 
U. S. Steel common and preferred, who 
are partners in that enterprise. 

Whether Carnegie really desired to force 
the leading interests into buying him out, 
cr whether a combination of circumstances 
plus his attitude led to such a situation, is 
aside from the point. Carnegie did an- 
nounce his plan for the manufacture of 
whatever forms of steel were necessary to 
compete with the new corporations which 
were making wire, pipe, sheet, hoops, etc., 
and these hastily thrown together inde- 
pendents found themselves facing a situa- 
tion where they could not meet the’ Car- 
negie competition. The steel trade became 
demoralized. The late J. P. Morgan, who 
had been instrumental in the promotion of 
some of the independents, saw that the 
only solution was to secure control of the 
Carnegie Company and weld this and the 
others into one gigantic corporation. 

It is easy to compare that situation with 
the one which obtains at present. The U. 
S. Steel Corporation now dominates the 
field. Through its ownership of ore lands, 
fleets of ore carriers, railroads, coal prop- 
erties, coke ovens, and immense facilities for 
production of iron and steel and by-products 
in all their forms, as well as an efficient 
sales and distributing organization both in 


this country and throughout the world, 
the big corporation is in a position to put 
all the others out of business if it chooses 
to do so. 

U. S. Steel can manufacture and sell 
steel, at a profit, at prices which, if met 
by the independents, would scarcely enable 
them to pay the interest on their bonds. 

That is the situation which is forcing 
Republic Iron & Steel, Midvale Steel & 
Ordnance, Lackawanna Steel, and others 
in the proposed combination, to get to- 
gether, whether they wish to do so or not. 
Hence, reports of such a combination may 
be taken seriously. 


Trust-Baiting Taboo 


Will such a combine be the forerunner 
of many others in various fields of indus- 
try and transportation? It is likely. 

The attitude of both the Government 
and the public has vastly changed during 
the past twenty years. When it was first 
formed, the Steel Corporation was de- 
nounced by many as an octopus which 
would suck the blood of its victims, the 
American people, while crushing its com- 





THE LATE JACOB H. SCHIFF 


Mr. Schiff took an active part in the 

formation of many of our present rail- 

road combinations, working closely in 
accord with E. H. Harriman 


petitors. This agitation received the back- 
ing of the Government which, under the 
Sherman Anti-Trust Law, began the pros- 
ecution of the corporation, praying the 
courts for its dissolution. The attitude 
of the Government was summed up in this 
one phrase: “You hold in your possession 
a club with which you can eliminate com- 
petition; we do not say that you will use 
this club, but the mere possession of it is 
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illegal.” The courts have decided that it 
is not illegal to hold such a club, and the 
public has decided that the existence of 
the U. S. Steel Corporation is neither a 
menace nor a detriment to the business 
interests of the country. On the contrary, 
it supplies an element of stabilization which 
would be difficult to establish without it. 
And it might be said that the strongest 
contributing element is the corporation’s 
sound business policies and its far-sighted, 
conservative management. 

It has taken the American people a 
long while to come to the conclusion that 
great industrial combinations are a benefit, 
and it has required about thirty years for 
the antagonism against such combines to 
disappear. Of the economic necessity for 
them there is no question in the mind of 
any intelligent person fairly well informed 
on business and financial affairs. That is 
why, in my opinion, we shall see more of 
them, both in the immediate future and 
as time goes on, 


Mergers in 1900-1902 


The list of industrial companies repre- 
sented on the New York Stock Exchange 
at the mid-year of 1901 was small indeed 
in comparison with the present great va- 
riety of corporations whose shares are 
now listed. It will be interesting, there- 
fore, to review a few of the vicissitudes of 
some of the corporations resulting from that 
period of industrial combinations, and in 
order to avoid too much detail, I will 
eliminate the statistical side and depend 
upon memory for the high spots. 

AMALGAMATED Copper marked the en- 
trance of the Standard Oil group into the 
field of copper mining. The company was 
overcapitalized at the start and great dif- 
ficulty was encountered in distributing the 
original shares to the public. As an 8% 
dividend payer, it finally found favor and 
gradually built up its property until it 
became the Anaconda of today. This com- 
pany, as readers of this magazine well 
know, is rounding out its production and 
earning power by diversifying its output 
and endeavoring to secure many of the 
profits which were formerly diverted into 
other channels. Events have justified its 
organization and vindicated its manage- 
ment. 

AMERICAN Bicycie Co. was one of the 
most active stocks of that time. Prior 
to its formation bicycles had been made 
by many different manufacturers, just as 
automobiles are today.. They were all 
competing, spending tremendous sums for 
advertising and selling, getting a big profit 
out of what proved to be a fad which soon 
passed. Such a situation was not proven 
to be the basis for a consolidation, for 
when the period of keen competition passed 
and the advertising was cut down, the fad 
died‘ out and the company went into bank- 
ruptcy. While more bicycles are in use 
today, few are for pleasure but many are 
utilized for individual transportation, 
mostly by workmen who travel back and 
forth to their daily labor. Thus was the 
bicycle combination unjustified. 

AMERICAN Car & FouNpry was a com- 
bination of plants which made freight cars 
and other products related thereto. Incor- 
porated with $60,000,000 of capital stock, 
of which one-half was common, this issue 
afterward sold at very low figures, repre- 
senting as it did, according to the custom 
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of the time, nothing but water. But the 
wise policy of building up both its plants 
and its financial resources has resulted in 
a strong, well managed corporation, with 
a more diversified output and with three 
years’ future dividends set aside in a re- 
serve fund. From a poor speculation it 
has developed into a sound investment se- 
curity. 

AMERICAN CAN came along a little later 
and was one of the worst of the lot. The 
object of its promoters was to control the 
industry and get a lot of common stock 
which they could sell. They did this by 
filling every bid so that the stock eventu- 
ally sold at something like $2 a share, 
where it lay for years. Although twenty 
years of age, this company has not yet 
paid its initial dividend, but it appears to 
be approaching that point. Twenty years 
have been required to overcome the orig- 
inal sins o% its promoters. It does not 
control the industry, but it has developed 
into a strong and promising corporation. 

AMERICAN Ice is in very much the same 
position, after being organized under sim- 





ELBERT H. GARY 
The guiding spirit in the U. S. Steel 
Corporation which, with the banking 
support of J. P. Morgan, was formed 
with American Steel & Wire Co., Federal 
Steel Co., American Sheet Steel Co., 
Lake Superior Iron Mines, and others as 
a nucleus 


ilar conditions by Charles A. Morse. The 
common stock, now quoted at 80, may 
have sold at that figure before, but not 
for any sound reason. Its past history 
was characteristic of the other Morse pro- 
motions, and if any original stockholders 
remain, they are to be congratulated upon 
the change in management which took 
place some years ago. 

AMERICAN LocoMOTIvE was another 
hasty promotion proposition in which some 
plants of limited value were quickly 
thrown together in order to. make common 
stock for distribution while the going was 
good. The company had its ups and 
downs until the war period, when it so 
strengthened its resources that the income 


from its investments is sufficient to go a 
long way toward its dividends. With the 
growth of the country and a continuation 
of the present conservative management, 
its future is secure. . 

AMERICAN SMELTING & REFINING repre- 
sented an attempt of the Guggenheims to 
control the industry, which they finally 
accomplished. Earnings have fluctuated 
with the changes in the mining industry, 
and the company emerged from the late 
war in a position to withstand, fairly well, 
the recent protracted depression in the 
mining field. Its management has been 
criticised frequently, but no one can say 
that its organization was not justified. 

We will not go into details regarding 
concerns like American Malting, Dis- 
tilling Co. of America, International Pow- 
er, Standard Rope & Twine, and many 
others which originated before and since 
the birth of the Steel Corporation, and 
which have met with disaster for one rea- 
son or another; nor is it necessary to re- 
view the success of American Woolen, 
Glucose Sugar Refining (now Corn Prod- 
ucts), International Steam Pump (now 
Worthington), National Lead, Pressed 
Steel Car, U. S. Rubber, and others which 
have reached various planes of success, 
as the illustrations above are sufficient to 
gauge some of the causes underlying suc- 
cess or failure. 

Few will deny that the two decades just 
closed have fully demonstrated the ad- 
visability of, and the necessity for, large 
industrial combinations. It was simply a 
case of educating the public up to them. 
No better illustration can be found than 
the American Telephone & Telegraph Co., 
which much less than twenty years ago 
existed in the form of small, compara- 
tively weak, independent telephone sys- 
tems which were clumsy, expensive and 
inconvenient to the public. As the larger 
systems began to be put together, a great 
outcry arose which was quelled only by 
the policy inaugurated by the late Theo- 
dore N. Vail, who advertised the advan- 
tages of consolidation in the public press. 
After these were pointed out, everyone 
agreed with Mr. Vail, but he had to do the 
educating. 


The Result of Overcapitalization 


While there is always a temptation on 
the part of promoters to create a consid- 
erable amount of common stock, backed 
by good will and based on hope of future 
earning power, we do not anticipate such 
an orgy of overcapitalization as occurred 
in 1900-2; for while the promoters wer: 
at that time able to get away with it, they 
were taught several lessons, most impor- 
tant of which was the so-called undigested 
securities panic of 1903 in which wealthy 
individuals, banking houses and institutions 
were caught with an amount of undistrib- 
uted bonds, preferred stocks and promotion 
common stocks which they had acquired 
and financed through syndicates and which 
they were unable to either carry or unload. 
The point was reached where not only the 
public but the syndicates were all filled up. 
Nearly everybody was a seller; hence there 
were few buyers. 

The U. S. Steel Corporation securities 
and their sponsors suffered greatly in 
prestige, and the shares shrunk enormously 
in market value at that time. Although 
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BALANCING BANK DIFFERENCES WHERE SOME OF THAT EUROPEAN GOLD GOES 


The New York Clearing House, where inter-bank checks are A glimpse inside the Sub-Treasury, New York, with several 
“cleared” or balanced daily fortunes in sight 


Photographic 
Odds and Ends of 
Business and 
Finance 




















CUTTING PLATE STEEL MUSCLE SHOALS 
Showing immense rollers over which sheet travels after The Wilson Dam at the property Ford is offering to buy and 
leaving press on which the Government is said to have 
spent over $160,000,000 
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THE LATEST LOCOMOTIVE vs. THE FIRST TRAIN 
How the “DeWitt Clinton,” the first train run on the New York Central Tracks, compares in size with the modern locomotive 
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Why I Fight for the Farmers 









Legalization of Cooperative Activity in Marketing Considered the Cure for the Farmer’s Troubles 


By SENATOR ARTHUR CAPPER 


EDITOR’S NOTE:—The “farm bloc” question has grown to be one of the most important faced by the present administration. It has perhaps 
greater practical significance now that, owing to the demise of Senator Penrose of Pennsylvania, the chairmanship of the Senate Committee on 


Finance and with it the control of financial measures passes te the West through the 
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McCumber of North Dakota. The ac- 





companying article by Senator Arthur Capper comes from a man who is known nationally for his activities in behalf of the agricultural popula- 
tion, and his views, if not agreed to by all, have at leakt the full weight of a distinguished partisan. 


tem of marketing and distribution 

of foodstuffs, the most costly in 
the world, for many years, citizens of the 
United States are quite well unified in 
their demand for reform that will truly 
accomplish results. 

This demand is not coming from any 
one portion of the population. Both work- 
ingmen and farmers and the great body 
of professional men and women have real- 
ized that under the present system of dis- 
tribution and marketing they are being 
compelled to pay a daily tribute to a 
group of men who render to them no 
service and whose only contribution to 
the nation is an evil—the speculative mid- 
dlemen. 

The producer of food under the present 
system is compelled to see his products 
go on to the market subject to the whims 
of these speculators. He knows from 
long experience that to function the specu- 
lator buys as low as he can force prices 
down, buys to the extent of his resources 
or the resources banks will lend him, and 
exerts a powerful control over the food 
supply of the nation between the time it 
leaves the hands of the producer until it 
reaches the consumer, at greatly inflated 
prices, utterly unjustified by the actual 
cost of their physical distribution. 

From the other side the consumer sees 
the farmer receiving low prices for his 
products—corn, pork, cattle, wheat, pota- 
toes and cotton—and he turns to the 
sources from which he obtains these prod- 
ucts. But he never buys them on the 
basis of what the farmer receives. In 
between, in addition to the compensation 
he is willing that the man who actually 
handles the products should receive, there 
is a wide margin, representing the rake- 
off of the speculative middleman. 

This annual tribute, gouged from the 
pockets of citizens already struggling with 
the problems of living, and squeezed from 
commodities necessary to their existence, 
is a national outrage—an evil that de- 
mands correction and that must be cor- 
rected. 


I re been at the mercy of a sys- 


Handicapped 


At present there is no recourse. The 
farmer is in a large measure helpless. He 
knows that as an individual he is handi- 
capped, and due to the ambiguity of fed- 
eral laws he fears he will lay himself open 
to persecution by interests opposing him, 
if he seeks to act collectively through co- 
operative organizations. While it seems 
evident that Congress intends that the 
farmer shall not be prosecuted for acting 
collectively in the marketing of his prod- 
uct, yet the federal law is such that these 
prosecutions may be threatened or actual- 
ly brought against him. The farmer does 
not relish the possibility of being prose- 
cuted for an alleged violation of law, even 
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though he feels fairly certain that he 
would not -be convicted. 

He does not like the idea of risking his 
reputation or taking the chance that the 
courts, through letter interpretation of 
law, should decide, despite the apparent 
intent of Congress, that by acting co-op- 
eratively, he violates the Sherman Act. 

The farm co-operative movement has 
made great progress the past year, but 
finds its growth retarded by this general 
fear on the part of the farmers that such 
an association may be prosecuted under 
the anti-trust law. The result is, with- 
out question, that the farmer, due to this 
ambiguity in the Sherman Act and the in- 
terpretative clause placed in the appropria- 
tion bill by Congress, is, as things work 





HON. ARTHUR CAPPER 
U. S. Senator from Kansas 


out, being deprived of the right to market 
his products to the best advantage, not 
only of himself but of the consumer. 
The need is for specific legislation to 
concisely define the position of the federal 
government with regard to co-operative as- 
sociations, their field of activity, their pur- 
pose and organization, that farmers may 
receive assurance they will not be prose- 
cuted, except those co-operative associa- 
tions which might violate definite rules 
and regulations. Farmers are not asking 
for a special privilege, but a clear-cut, 
definite, unambiguous statement, in the 
form of a law, from the government, tell- 
ing them what they may do in the way 
of co-operative activity, so that all doubt 
may be removed of the legality of such 
operations in a certain definite field. 
There seems little doubt but that Con- 
gress desires to grant farmers the same 
privileges of organization that other citi- 
zens enjoy. Yet great corporations may 


be formed without fear of prosecution if 
they comply with the law; huge associa- 
tions of corporations are legal under cer- 
tain definite conditions. 

But when the farmer comes to organize 
co-operatively, the only way in which he 
can organize to act collectively in the mar- 
keting of his product, he finds himself im- 
mediately handicapped by a law which can 
be interpreted either to mean that he has 
the right to so organize or that he lays 
himself open to prosecution if he does so 
organize. 

The demand, then, is for a correction of 
this situation, which is hindering the 
farmer in his attempts to improve his 
condition. He insists on his right to or- 
ganize and to obtain 4 fair profit on the 
things he produces. It is very evident 
that under the present system of market- 
ing and distribution he cannot exert any 
influence to insure that he does receive 
that fair profit. 

The Capper-Volstead Bill 

The demand for this legislation is na- 
tion-wide among farmers. The Co-opera- 
tive Marketing bill introduced by me in 
the Senate and known as the Capper-Vol- 
stead bill, has been repeatedly endorsed 
by great farmer organizations. It is the 
first measure on the program that is be- 
ing pressed in Congress by the so-called 
agricultural bloc. It is something the 
farmers want and need; something also 
from which the consumer will directly 
benefit. It is as much to the profit of the 
consumer as of the farmer to stop the 
wholesale looting by the speculator. 

There is a growing public interest in co- 
operation among all classes. Consumers 
are turning to it as a means of solving 
high cost of living problems. Laboring 
men have taken up co-operative buying. 
The farmer, through experience, handi- 
capped as he is, has proved that it func- 
tions to his benefit and the benefit of the 
public. The great trouble is that co-op- 
eration cannot reach the highest point of 
efficiency, or play the part it can play in 
distribution, until those participating in it 
feel that there can be no question regard- 
ing the legality of their actions and that 
they will be free from persecuting prose- 
cution. 

Co-operative marketing of farm prod- 
ucts is perhaps the chief issue before 
farmers today. The Committee of Seven- 
teen of the American Farm Bureau Fed- 
eration is now at work in an effort to 
evolve a national marketing program for 
farmers. Every organization of farmers 
is studying this question and seeking to 
find a practical solution. Co-operative as- 
sociations engaged in marketing exist and 
are functioning. Some are large, others 
small. All are handicapped because of the 
ambiguity of the law. 


(Continued on page 426) 
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Why I Am Against the “Farm Bloc” 


No Necessity for Creating an Issue Between the Farmers and Other Elements 
By the HON. GEORGE HENRY PAYNE 


Editor’s .Note: The opposing viewpoint to Senator Capper is ably taken by the Hon. George Henry 


Payne in this article. 


In publishing the two articles we have endeavored to present both sides of the case 


impartially so that our readers may judge for themselves the merits of the issues at stake. 


the attitude of business toward the 

farmer. It is not antagonistic and 
never can be unless foolish and self-con- 
stituted leaders on both sides should pro- 
duce misunderstandings that would be 
fatal to the interests of both. 

It was said of Theodore Roosevelt that 
his favorite cartoon was that eloquent 
drawing of Homer Davenport which de- 
picted a farmer at the end of the day, 
contented and absorbed, as he perused the 
President’s message. Underneath was the 
caption “His Favorite Author.” Roose- 
velt always referred to it with great sat- 
isfaction, declaring that as long as he had 
the farmer with him he knew he was right. 

That attitude of mind will be reflected 
by every wise statesman and every wise 
business man, for aside from the recogni- 
tion of the farmer’s importance in any 
scheme that would work for the welfare 
of the country, the farmer plays the po- 
litical game with almost desperate fair- 
ness. He casts his weight into the scales 
only after deliberation, and when he has 
well established the belief that things are 
wrong. The many great reforms that 
have come out of the West have more 
than counterbalanced the shortlived fad- 
dist movements, which in the main were 
repudiated by the very communities from 
which they were supposed to spring. 

It is well to remember that it was an 
Ohio statesman that led the fight for 
sound money and that, if Mr. Bryan ob- 
tained small pluralities in 1896 in a few 
of the farming States, such as Kansas and 
Nebraska, he was emphatically repudiated 
in every farming State in 1900. 

Given a fair presentation of the facts 
and the farmer in the long run will be 
right. 


| MURST let us settle any question as to 


The Issue 


This much should be said that we should 
thoroughly understand wherein lies the 
issue between the business men and such 
able and conscientious statesmen as Sena- 
tors Capper and Lenroot, and others who 
are not so able, together with one or two 
whose hatred of the East has become al- 
most congenital. Inasmuch as they pro- 
pose anything that will be of benefit to 
the farmer, they will find business with 
them to the man. But the mistake lies in 
the fact that apparently in behalf of the 
farmer and frankly in his name there have 
been proposed punitive measures, nothing 
less than the continuation of war taxes as 
peace taxes. Although some of the ablest 
men in the Senate and of the Committee 
of American Business Men hold that the 
agricultural bloc is per se an iniquitous 
thing, I cannot feel, in the light of past 
performances in American history, that 
such indignation will be reflected by the 
American public. The Democratic party 
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has been little less than a southern bloc 
for years, and a geographical section that 
finds that it is suffering by being neg- 
lected in legislation will naturally, in a 
country as large as this, resort to some 
such formation to make itself heard. 

But what is wrong and what will be 
resented by the American voters of all 
parties is the fact that a group has 
organized to attack the rest of the 
country, that in defiance of well es- 
tablished and thoroughly understood 
laws by those who will take the trouble 
to study them, a group should seek by 
legislation to shackle the industrial de- 
velopment of the country. 

This is the issue that must come be- 





HON. GEORGE HENRY PAYNE 
Commissioner of Taxes and Accounts of 


the City of New York 


fore the country and must continue to 
come before the country until it is settled 
right. It is idle to confuse it with other 
questions; the question which will eventu- 
ally out and which will have to be settled 
is, Can the power to tax—‘“the power to 
destroy”"—be so used as to discourage in- 
itiative and enterprise with the result that 
if there is to be any development in the 
country, if there is to be any large enter- 
prise and initiative, it must be purely 
governmental ? 


A Subtle Program 

In other words the refusal of the agri- 
cultural bloc to repeal the war taxes, and 
its entire attitude in the matter of tax- 
ation is the first step in a war for the 
abolition of private property, conceals the 
germ of the most radical conception, and, 
under the guise of helping the farmer is 
an endeavor to embark him on a socialistic 
program, 


In the language of the day I do not 
believe that the farmer will fall. All that 
is necessary, I believe, is a campaign of 
education on the fundamentals of taxa- 
tion, for no one is less socialistic than 
the American farmer, no one less envious 
of one who is better off, or more willing 
to defend his own property, as the law 
of the land as written in thousands of law 
cases will attest. 

As in many things and because of many 
causes, we have gotten away from the 
fundamental truths that lie back of our 
theory of taxation. The attempt to change 
our governmental system or to confiscate 
property through taxation will fail as 
soon as it is readily understood. If we 
are to adopt the Lenin system of govern- 
ment, the better way would be by the 
simplest method—by the bayonet. Recently 
I read of a reformer who proposed to abol- 
ish wealth by taxation and other legisla- 
tion and when, after it was pointed out 
that some industrious and saving man 
might still accumulate wealth, the re- 
former was asked what they would do 
with such a man, he very pithily explained 
that in the face of the failure of the re- 
strictive laws to operate successfully in 
such an instance the only thing to do was 
to shoot the culprit. 

The principles of taxation as laid down 
by Adam Smith practically at the time 
when the founders of this Republic were 
laying down the principles by which free 
men could live in concord, liberty and 
happiness, have had little added to them 
by either time or man. Those four sim- 
ple dicta have established for all time or 
until greater than those of that day ar- 
rive, that taxation must be fair, just and 
equable. 

Let us not assume that there can be in- 
stituted in this country a principle of 
restitution on the basis of those simple- 
minded and uncivilized Papuans, of whom 
Lieutenant Governor Murray tells in his 
book on the customs of the Islanders. 
3efore one of the colonial justices was 
brought, one day, two brothers, native 
Papuans, on the charge of murder. It 
was admitted that they had rushed out 
of their hut and killed an unoffending 
stranger who was passing by. The only 
explanation was that being a simple people 
the only way they had of assuaging their 
grief was to commit a murder. It seems 
that these two brothers had a pig of the 
pretty name of Mehboma. “Mehboma had 
died and the brothers in their unquench- 
able grief went forth and killed the first 
man they saw. The victim had nothing to 
do with Mehboma’s death, but the mourn- 
ing brothers did not care for that—some- 
body had to be killed.” 

The American people will not endorse 
so primitive a method for curing patho- 
logical or political ills. 









Why There Are So Many Failures 









Small but Reputable Business Men Often Find It Difficult to Secure Loans Except at Usurious 


able, the process of paying off a debt 

that carries usurious interest is surely 
a model in the invulnerable class. Usury 
laws in various states will be quoted in 
argument that interest rates cannot be 
above a certain figure. Similar laws were 
passed hundreds of years ago, until, finally 
—I believe under the Emperor Justinian 
of Rome—it was not permissible to re- 
cover more interest than the capital sum 
of the debt. 

The modern loan shark beats Justinian, 
wise as the latter was reputed to be. 

The word “interest” is very much taboo 
in high finance circles, and when it is 
mentioned it is never spoken of in above 
a 6% or 7% whisper. Devices, combina- 
tions, and permutations of charges, fees, 
bonuses, plus the addition and compound- 
ing of the aforesaid charges, etc., to the 
original capital so scrambles the egg that 
it would take many Justinians and all his 
counselors to unscramble the modern loan 
shark’s egg. 

When you borrow $100 for a year from 
a money lender at 7% and pay a $5 bonus, 
you are paying 12% straight. If, in ad- 
dition, a fee of $10 is added for the serv- 
ices of alleged lawyers and investigators, 
this is another $10 added, making the total 
$22. If you were to receive the $100 net, 
hold it for a year, and then pay back $122, 
the onslaught on your pocketbook would 
be relatively modest. 

The usurer does not work that way. 
An “interest” of 22% is too picayune; he 
aims to get from 50% to 75% and the 
process is easy. 

From the average loan of $100 is de- 
ducted all interest, fees, and commission 
in advance: and the borrower gets $78, on 
which latter sum he pays $7 in interest. 
This makes an interest rate of 9% on the 
actual money received. If you protest, 
you are told—“the interest and fees 
amount to $22; pay this amount and I 
will loan you $100. If you haven't the 
$22 (the lender is an unconscious hu- 
morist), I will advance it out of the $100 
{am now going to lend you.” 

The borrower is not usually allowed a 
year to repay. As a rule he is compelled 
to repay monthly, with a proviso on the 
face of the note he has signed that failing 
payment of any instalment on its due date, 
the entire balance of the loan shall become 
due and payable immediately. Most peo- 
ple do not read “conditions or provisos” 
printed on notes in small type: some peo- 
ple have to be hit witha brick before 
they notice they are likely to get hurt. 


[: any game can be said to be unbeat- 


An Ingenious Proviso 


No loan is made without good security, 
or rather a good backer or indorser. It 
is usually the backer or indorser who gets 
the full force of the ingenious condition 
printed in small type. If the loan shark 
is lucky enough to foreclose the loan in 
three months, through the real debtor 
having “fallen down”—and they fall down 
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Rates—Big Business Could Help 


By VICTOR DE VILLIERS 


very,often—he has received $22 on a loan 
of $78 in three months. The interest has 
thus become about 100% per annum, and 
all within the law! 

The loan shark’s weapon is principally 
his power to intimidate either the bor- 
rower or the latter’s indorser. The army 
of borrowers consists mainly of business 
men and employees who occupy good po- 
sitions, and who cannot afford to have 
process-servers hanging round their homes 
and places of business. A process-server 
makes a poor sort of ornament around 
the structure of self-respect you have 
been raising all these years. Your note to 
a usurer therefore becomes a potential 
menace to you, your home and your job. 


The Case of Henry Jones 


So much for the troubles of the rank 
and file of borrowers. How about little 
business borrowers—the small _ store- 


keeper, the proprietor of a small manu- 
facturing plant, the insignificant jobber? 
Glancing over the list of failures in the 
past year, these people and their brethren 
will be found to constitute the bulk of the 
commercial casualties. Why? Simply 
because the line of credit which these 
people had at the banks ran out and there 
was no other way of getting the cash with 
which to operate their businesses. 

Some little firms were more “fortunate.” 
That is—they are not yet officially classed 
among the failures. They have postponed 
the commercial morgue—for the time being 
—much in the same manner as Henry 
Jones. 

Henry Jones is a small storekeeper in 
a certain town of 15,000 population in the 
Middle West. Jones has run his store 
for years and everybody knows him, in- 


(Continued on page 436) 


If Your a ails — 


The Rights of Customers—Redemption of Securities—Short Selling a Disadvantage 
in This Instance 
By WILLIAM B. DE VOE 
Member of the New York Bar 
NOTE: The following article was originally published in this magazine a few years ago, as 


part of a series of three articles on The Legal Relation of Broker and Customer. 


Owing to the 


recent failure of an important member of the New York Stock Exchange, many investors have 
been asking themselves what means of protection are open to them in the event of future failures. 
We, therefore, publish this article as containing suggestions which may be of practical interest. 


PAINFUL thought that sometimes 

A creeps into the speculator’s mind 
is this: What will happen if my 

broker fails? Fortunately, because of the 
skill and prudence with which business is 
conducted by reputable brokers, this is a 
calamity not greatly to be feared. How- 
ever, it does sometimes happen, and it is 
accordingly well for the customer to 
know just where he stands in such a case. 
The right of the customer to redeem 
securities carried for his account at the 
time of the failure, by paying the balance 
of his indebtedness thereon to the broker 
and taking the securities, depends upon 
two things: (1) Whether the customer 
can identify the securities, and (2) the 
situation of the securities at the time of 
the failure. The identification is sufficient 
in any of the following cases—where it 
appears that the precise certificates of 
stock originally bought for the customer 
were still being held for him when the 
broker failed; where it can be shown that 
certain particular certificates were then 
being held for him, even though they were 
not the precise ones originally purchased; 
or where it appears that the broker at the 
time of the failure was carrying a block 
of stocks of the particular kind purchased 
for the customer sufficient in amount to 
meet the demands of all his customers for 
whom he was carrying that kind of stock, 
although it may not be possible to show 
that any particular stock certificates were 
being carried for any particular customer. 
If, however, the block of stocks in ques- 


tion is insufficient to satisfy the claims of 
all customers for that kind of stock, the 
identification is considered sufficient for 
each of said customers to claim his pro- 
portionate share of the block of stocks in 
question, 


When Securities Are Pledged 


When the customer has sufficiently 
identified his securities, his right to re- 
claim them then depends upon the situa- 
tion of the securities at the time of the 
failure. If they were in the broker’s 
actual custody, the customer need only 
pay to the assignee or trustee in bank- 
ruptcy the amount of his indebtedness to 
the broker and take his securities home 
with him. It is when the securities have 
been pledged by the broker with some 
third person that awkward complications 
arise. 

If the securities identified by the cus- 
tomer have been pledged by the broker to 
a third party by themselves, separate and 
apart from cthers, for an amount not ex- 
ceeding the indebtedness of the customer 
to the broker, the customer may reclaim 
them by paying to the person with whom 
they are pledged the amount for which 
they were pledged by the broker, and pay- 
ing the remainder of his indebtedness for 
the purchase price of the securities, if any, 

(Continued on page 433) 


(Readers who are interested in the E. 
W. Wagner Co. failure see page 440 for 
important announcement). 
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Japan 


Takes Lead in Economic Recovery 





First Country to Suffer Deflation Now on Upgrade — Speculative Fever Subsides — Unfavorable 
' Trade Balance Due to Declining Silk Exports 4 


under the wave of deflation which later 
engulfed the entire world. It hap- 

pened back in early 1919, when silk prices 
commenced to crack, giving the first con- 
crete instance that the era of extravagant 
speculation which nearly ruined the world 
during the war period was at the begin- 
ning of its end. With the smash, which 
occurred in the silk market in 1919, came 
an entire host of economic evils to afflict 
Japan. The banking situation was preca- 
rious for a time, there was much unem- 
ployment and hardship leading to the fa- 
mous rice riots; exports and imports 
dropped off to an alarming degree. In 
short, Japan found itself facing a period 
of first-rate depression. 

It is only lately that this country has 
begun to show some signs of recovery. 

For a period of months, Japanese bond 
issues (see graph) have been rising to 
higher levels than those seen for a con- 
siderable period. This movement has 
largely discounted future improvement in 
Japan’s trade position and its extensive 
nature seems to indicate that confidence 
has revived in Japan’s ability to turn the 
corner. 


Joes was the first country to suffer 


Japanese Exchange Well Sustained 

While Japan has gone through a period 
of currency inflation in common with 
most other countries involved in the war, 
its exchange has suffered little in com- 
parison with the other belligerents. Thus, 
the Japanese yen, which has a par of 
$49.84, is quoted today at $48. The reason 
for this is that Japanese currency is still 
on a firm gold basis, being comparable in 
this respect only to the United States dol- 
lar. Even sterling suffers by comparison 
with the yen on account of the low gold 
reserves of Great Britain. From 1913 to 
1918 Japanese gold reserves increased 
from 330,000,000 yen to 2,150,000,000 yen, 
these figures including gold reserves held 
in the country and those held in foreign 
countries. The Japanese Government, 
which attaches large importance to its 
gold reserves, is still importing the pre- 
cious metal on a fairly large scale. 

Not only has the position of Japan with 
regard to her gold reserves improved 
greatly within the past few years, par- 
ticularly in the past year, but considerable 
progress has already been made with re- 
gard to liquidating her bank note liabili- 
ties. Thus, since 1918, note issue circula- 
tion of the Bank of Japan has declined 
from 150,000,000 yen in 1918 to 46,000,000 
in 1920, and is at about this figure at the 
present time. Since 1918, generally, note 
issue as well as money placed annually 
in circulation has been declining. At the 
same time, gold reserves have been in- 
creasing, resulting in a markedly improved 
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banking position. In this respect, the 
Japanese situation resembles ours perhaps 
more closely than that of any other nation. 


Asiatic Interests 


Such a large share of Japanese pros- 
perity depends on the successful economic 
penetration of Asia that the situation in 
this regard invites compelling interest. 
The relations of Japan and China at this 
particular moment are of great interest. 
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During the past two years, feeling against 
Japan in China has been growing high. 
The Chinese regard Japanese efforts toward 
economic control of that country with in- 
dignation and the boycott proclaimed 
against Japan has interfered with normal 
trade relations between the two countries. 
A good deal of politics is mixed up with 
this affair. At this moment, however, 
though conceding the loss to Japan already 
incurred through enforcement of the boy- 
cott, it is doubtful that the Chinese can 
throw off completely the Japanese com- 
mercial influence. Japan is already firmly 
entrenched in China and controls a sur- 
prisingly high proportion of the latter’s 
natural resources. 

















Trade Position 


Internally Japan has made great strides 
toward controlling her foreign trade. For 
example, where, in 1893, only 17% of her 
foreign trade was controlled by natives, 
at present probably 80% of her trade is so 
controlled. 

In the past two years, the speculative 
fever which has had Japan in its grip has 
been on the wane. This is a most fortu- 


nate development. -As the result of the 
flotation fever, newly capitalized invest- 
ment increased to an amount altogether 
out of proportion to the ability of the 
country to sustain such ventures. As a 
matter of fact, many of these new enter- 
prises have been swept away, and with the 
better-established concerns remaining the 
Japanese trade structure has been rendered 
more solid. 

Japan is gradually coming to view the 
present international trade position more 
soberly. She is thinking in terms of reali- 
ties and the extravagant dreams of the 
past few years are giving way to a more 
easily realizable ideal. 


Conclusion 


While it is possible to draw pessimistic 
conclusions from the fact that a very 
heavy trade balance is running against 
Japan, the fact is that this situation is 
perhaps more closely attributable to the 
decline in silk exports than to any other 
factor. Silk exports normally make up 
about 40% of the total exports from 
Japan, and the enormous shrinkage in the 
silk trade with the world has been a pre- 
ponderant influence in the depressed trade 
position in which the little island empire 
now finds itself. 

Recently, however, the silk trade has 
given signs of what seems to be a perma- 
nent revival. Prices have risen consider- 
ably and the outlook generally is for a 
broadening market. Japanese commercial 
interests have also been more active in 
our iron and steel markets evidently an- 
ticipating a revival in industry of at least 
fair proportions. Viewing the stability of 
Japariese exchange and the rise in her bond 
issues ag signs of the trend, it is perhaps 
a not unreasonable assumption that Japan 
is at the beginning of a trade revival. 

While conditions in Japan are not all 
that might be desired, the country is in a 
much better position financially than many 
others. Commercial interests in this 
country find trade opportunities in Japan 
quite welcome at the present moment, with 
so many of their other markets in a more 
or less chaotic condition. 

Internal conditions in that country are 
also more stabilized. Labor is discontent- 
ed, it is true, but no more so than in other 
parts of the world. Offsetting that factor 
is the improved financial position—one of 
the few national instances yet seen. 

Inasmuch as Japan led the way to the 
trade depression which has existed in the 
past two years, perhaps a significant con- 
nection may be said to exist between the 
impending revival in that country and the 
revival which is likely to make its ap- 
pearance in all quarters of the world some 
time this year. 
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Investment Bonds of Neutral Countries 









Argentine, Chile, Denmark, Norway and Sweden Offer American Investors Unusual Opportunities 


MONG the foreign bonds that have 

been sold in the United States, both 

in dollar and other currencies, those 
of the neutral countries in the World War 
stand out prominently from an investment 
viewpoint. Practically all the neutrals 
profited greatly as a result of the war, and 
although they all suffered from the de- 
pression of 1920 and the first part of 1921, 
yet their financial standing and their trade 
prospects showed a substantial improve- 
ment in nearly every case as compared 
with conditions that existed before the 
war. 

The two important neutrals in South 
and Central America were Argentina and 
Chile, while the European neutrals were 
Switzerland and the Scandinavian coun- 
tries—Norway, Sweden and Denmark. 
All of these countries have sold dollar 
loans in the American market and several 
of them have also sold loans of their mu- 
nicipalities. But, in addition to these 
loans, the American investor has pur- 
chased large quantities of internal bonds, 

payable in the currency of the issuing 
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to America in enormous volume. This 
applied not only to those issues of the neu- 
tral countries, but also of many of the 
allied mations. 

As a result of the factors mentioned 
above, there has developed in the United 
States an important and large open mar- 
ket for bonds of nations having a good 
credit rating and whose securities are pay- 
able in currencies other than United States 
gold. The American investor, as a conse- 
quence, has the opportunity of purchasing 
dollar securities of these governments, 
many of which are on attractive stock and 
yield bases, and at the same time can com- 
pare these dollar issues with other issues 
of the same governments, payable in other 
currencies. 

Argentina 

The Argentine Republic is the most 
highly developed, economically, of all the 
South American nations. Its foreign 
trade is larger than that of any other 
South American state and its exports are 
more diversified than is the case in most 
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WEALTH AND DEBT STATISTICS | 


Population 
Be nc ccccccceucesccocescsces 8,500,000 
Dh scdenedeusdestsewedasenseseunl 4,127,000 
TOTWE cc ccccccccccsccecccccccccces 2,750,000 
DL <cntesedeeeecéencessceeeese 023, 
BUORER ce ccccccccccccccccscccccsecce 5,800,000 
6a cha eee eeeeeeied 4,300,000 


Included in the national debt of the above countries is the debt contracted for railways and 
public works, much of which is self-supporting. This must be taken into consideration in enter- 
For example, the figures given above for the debt 

of Switzerland include about $386,000,000 which are obligations of the government railroads, 
leaving the general debt of Switzerland at about $365,000,000, This also applies to other 
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country, and also external bonds, payable 
in two or more currencies. 


Popular Investments 


Practically all these governments have 
well-seasoned outstanding external securi- 
ties, most of them payable in sterling, and 
these securities have been popular invest- 
ments in countries that are noted for their 
discriminating investors. Prior to the war 
these governments obtained their funds in 
London or on the continent. London, 
however, was the international financial 
center for this class of business and such 
loans constituted one of the most impor- 
tant phases of the London bond market. 
Foreign bonds were considered by inves- 
tors in England to be among the highest 
grade investments. Practically all these 
loans were put out from 3% to 5%, but 
with the advance in interest rates, fol- 
lowing the close of the war, the prices 
for them on the London Stock Exchange 
naturally declined. Not only did the 
American investor have the opportunity 
to buy these well-seasoned bonds at at- 
tractive prices but he was also able, owing 
to the depression in sterling exchange, to 
purchase them at a better percentage of 
par than the English investor could obtain. 
The bonds, therefore, commenced to come 
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of the republics to the south of us. The 
country has developed quite rapidly, large- 
ly through the investment of capital by 
foreign investors. It has been estimated 
that there is practically $5,000,000,000 in- 
vested in Argentina by foreign interests, 
of which approximately one-half has come 
from Great Britain. 

For about twenty-five years prior to the 
war, Argentina maintained a_ healthy 
growth commercially, and Argentine ex- 
change maintained a fairly steady course 
during that period. During the war, Ar- 
gentina prospered greatly, owing to the 
demands for her products, and exchange 
advanced to a considerable premium in 
all the belligerent countries, with the ex- 
ception of the United States, where it re- 
mained only slightly above par. This was 
due largely to the deposit of gold in the 
Federal Reserve Bank, ear-marked for the 
Argentine Government. 

With the commercial depression that 
developed throughout the entire world, 
over a year ago, the exports in Argentina 
decreased rapidly, resulting in an unfavor- 
able balance of trade. The depression that 
Argentina has been going through during 
the past year, however, is similar to that 
which other countries have been experi- 
encing. It has, however, affected the Ar- 


gentine exchange market, but authorities 
agree that Argentina is in a better posi- 
tion, owing to her unusually large gold 
reserves, to re-establish her exchange on 
a par basis than most any other country. 

Argentine securities have always en- 
joyed a world-wide market. Among the 
most popular securities are what is known 
as the “Argentine Cedulas,” or Mortgage 
Bonds, of the National Mortgage Bank. 
These securities have been purchased free- 
ly by investors in European financial cen- 
ters and are considered among the prime 
investments of the world. The Argentine 
internal securities of the government have 
also enjoyed a broad market, and one 
issue, that of 1909, was placed in five 
countries, one of which was the United 
States, and about one-fifth of the issue is 
listed on the New York Stock Exchange. 
There has also been great interest in the 
United States in many of the external 
issues of Argentina, particularly the ster- 
ling issues that were originally put out in 
London. 

The Argentine Government sold in the 
United States last October an issue of 
$50,000,000 two-year notes. These were 
offered to the public at 995% to yield 
7.20%. The bonds were not particularly 
well received, owing largely to the fact 
that they were two-year notes, whereas 
the investing public was interested mostly 
in long-term securities. 

The Argentine issues that have been 
most active in the United States market 
are the 5s of 1909, mentioned above; the 
Argentine Railway Rescission 4s, due 
1952; the Argentine 5s of 1913, and the 
Argentine 4s,-due 1957. There has also 
been considerable interest displayed in the 
strictly internal issues of Argentina, one 
of which is the loan of 1905, which is 
payable in paper pesos. The loan of 1911 
is also in paper pesos. Argentina, as is 
well known, has a dual currency, the gold 
peso having a par value of $0,973 and the 
paper peso having a par value of $0.4245 
in United States currency. 


Chile 


Chile succeeded in obtaining in the 
United States during 1921 a total of $44,- 
000,000 in three separate loans. * The first 
issue of $24,000,000 was in twenty-year 
bonds; the second issue of $9,500,000 was 
in five-year bonds, and the third issue for 
$10,500,000 runs for twenty-five years. 
Chile has also succeeded recently in ob- 
taining a loan in London for £2,000,000. 

Chile went through a period of ex- 
traordinary depression in 1919, which 
showed some signs of recovery in 1920, 
The government’s revenues are derived to 
a great extent from export duties on ni- 
trate, iodine and borax. In addition to 
Chile’s huge nitrate deposits, this country 
is also a large producer of copper, and 
she has in reserve large deposits of coal 
which have never been developed to any 
great extent. It is claimed that Chile 
could supply the whole of South America 
with its coal requirements, and this is a 
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development which may be expected in 
the future. 

Like Argentina, Chile has done consid- 
erable of its borrowing in London. There 
are outstanding several loans which may 
be had at attractive prices by American 
investors, The loan that has been most 
popular here is the 5% loan of 1911, which 
is’ now quoted at around $550 per £200. 
This gives it an attractive income and 
yield basis that makes a particularly fa- 
vorable comparison with the dollar loans. 


Norway 


Of the Scandinavian Union, Norway 
stands out as a field for most attractive 
investments. The external bonds of this 
country represent investments in railroads, 
electric works and other revenue-produc- 
ing properties. Before the war, most of 
her loans were placed in London or on 
the continent at 3% or 3%%, and her 
yonds have always held high credit ratings 
among discriminating investors. 

Norway first entered the American 
market in October, 1914, with a two- and 
three-year note issue of $3,000,000, bear- 
ng interest at 6%. Half of this issue was 
redeemed in 1916 and the balance in 1917. 
Norway again borrowed in 1916, when 
she obtained a $5,000,000 seven-year 6% 
loan. An additional offering of these 
1otes was made in February, 1920, amount- 
ing to $1,500,000. On October 1, 1920, 
Norway sold a twenty-year 8% issue of 
$20,000,000. The Norwegian sterling 
loans were among the first foreign exter- 
ial bonds issued in other than dollar cur- 
rency that attracted attention of American 
nvestors. The Norway 3s of 1886 have 
been active in the United States market 
for nearly two years. 

Among other attractive sterling issues 
in which there are still possibilities of 
handsome profit are the Norwegian Gov- 
ernment 3%% Bonds of 1904-5. These 
are issued in denominations of 360 kroner 
—500 francs—£19-16s.-4d., and _ interest 
may be collected in Christiana, London or 
Paris, taking advantage of the exchange 
rate that is most favorable at the time 
These bonds were issued for the construc- 
tion of railways and represent reyenue- 
producing properties. 

Norwegian currency is amply covered 
in gold, the ratio now being 38.61%. The 
circulation of paper money in Norway has 
increased since 1914, as, of course, prices 
have also increased, but the gold reserve 
has correspondingly grown, and while the 
paper circulation in 1921 has decreased 
some $14,000,000, the gold reserve is only 
$1,000,000 less than in 1920. 


Denmark 


Denmark’s credit ranges unusually high 
among the nations of the world. She 
holds a strategic position in world com- 
merce, owing to her shipping and agricul- 
tural industries. Her currency is well 
protected from a standpoint of gold re- 
serve and her per capita net debt is one 
of the lowest in the world. Few Euro- 
pean countries have been able to recover 
so rapidly from, the effects of the war as 
Denmark. 

This country has been a large borrower 
in the United States since the armistice. 
In October, 1920, she sold to American 
bankers and through them to investors in 
this country an issue of $25,000,000 8% 
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twenty-five-year bonds. This issue pro- 
vides an annual sinking fund of $1,250,000 
for the purchase of the bonds at not more 
than 110 and interest up to and including 
October 15, 1935, and at not more than 
107% and interest in the case of bonds 
purchased thereafter. There was also a 
Danish Consolidated Municipal offering in 
February, 1921, of 8% twenty-five-year 
bonds. This issue was in two series, the 
first of $7,000,000 and the second of $8,- 
000,000. On December 19, last year, Den- 
mark obtained a twenty-year 6% $20,000,- 
000 loan in this market. This loan is call- 
able at 105 and interest on any interest 
date prior to maturity on sixty days’ no- 
tice. These bonds were offered to the pub- 
lic at 94% and interest, to yield about 
6%4% to maturity, and at this writing they 
are selling at 9454. 

There is also one sterling loan out- 
standing of the Government of Denmark, 
and this is the 4% loan of 1912. There 
were £4,000,000 of this loan issued and 
there are now outstanding about £3,500,- 
000. This loan is redeemable by an annual 





The rating of thé Swedish Government 
has always been extremely high. During 
the ten-year period from 1904 to 1913 four 
representative bond issues on the London 
Stock Exchange sold at average prices to 
vield 3.78%, and for the same period three 
representative issues sold on the Paris 
Bourse at average prices to yield about 
3.67%. This high standing is due in 
large measure to the consistent record the 
country has shown in its commercial de- 
velopment. The country has considerable 
natural wealth which is being developed 
aiong conservative lines, The principal 
industries are mining, agriculture, manu- 
facturing, lumbering, fisheries and ship- 
ping. There are large iron ore fields in 
the central and northern parts of the coun- 
try which contain deposits of the highest 
grade. 

Sweden has extensive water power po- 
tentialities which are being developed and 
utilized for the benefit of the natural re 
sources of the country. The total avail- 
able supply is estimated at 6,750,000 horse 
power, which is greater than the estimated 














IMPORTANT NEUTRAL EXTERNAL LOANS 

Title Rate Due Price 
Argentine Loan of 1909 5 1945 77 
Mapemtine Taam Of BGBL. ... 2.2... ccccccccsccccccccccoces 7 1923 97% 
Argentine Ry. Resco. Guar. spavenecnnoeneceseacees 4 1952 65¢ 
Argentine Cedulas ... : : : > 6 Drawings $800t 
Agentine Unifcation 4 o 64t 
SE EE Po cccccunacdewenseseeneess 5 1949 et | 
Argentine Loan of 1905 5 Drawings s270t | 
Chile Loan of 1921..... 8 1926 99% 
Chile Loan of 1921. € 1941 101% | 
Chile Loan of 1921 * 1946 100% 
Chile Lean of 1911...... 5 Drawings 6lt 
Norway Loan of 1920... 8 108% | 
Norway Loan of 1886.. 3 Drawings 4st | 
Norway Loan of 1888... 3 45 
Norway Loan of 1904-5. 3', ss 48t 
Denmark Loan of 1920...... 8 1945 108 
Denmark Loan of 1922... 6 1942 945, 
Denmark Loan of 1912. . 4 Drawings 63¢ 
Swedish Loan of 1919....... 6 1989 95 
Swiss Loan of 1920............... s 1940 115 | 

*This loan is in sterling, payable at a fixed rate in dollars Partly listed on New York 
Stock Exchange. 

tPrice is in dollars per 1,000 paper pesos. 

tSterling loans, 








sinking fund of £70,000, which commenced 
in 1914, and it is callable after March 1, 
1926, in whole or in part on three months’ 
notice. These bonds are payable, princi- 
pal and interest, in London in £ sterling, 
and in Copenhagen, Hamburg, Paris and 
Amsterdam at the fixed exchanges of 18.16 
kroner, 20.43 reichsmarks, 25.20 francs and 
12.10 florins, respectively, per £ sterling, 
free of all Danish taxes. These bonds are 
now quoted about $630 per £200, at which 
price they provide a straight income of 
about 54%, but there is a possible profit 
in principal of over $340 through an ad- 
vance in sterling to parity at the time of 
maturity. It is this increment in principal 
that makes these foreign bonds particu- 
larly attractive to American investors. 


Sweden 


Virtually, the whole of the pre-war debt 
of Sweden represents expenditures for the 
construction of railways and other public 
works. Prior to the war, these were more 
than self-supporting, the government’s re- 
ceipts from its public undertakings being 
sufficient to cover the annual charge on 
the debt, with a comfortable surplus. The 
value of state-owned assets is more than 
double the total of all government bonds 
outstanding. 


available supply of either France or Italy 

United States investors are familiar 
with only one issue of Swedish Govern- 
ment bonds, although there are several 
sterling issues that have enjoyed an active 
market in London for many years, In 
1919, the Government of Sweden, through 
a Syndicate of bankers in the United 
States, offered an issue of $25,000,000 
twenty-year gold bonds, bearing 6% in- 
terest. These bonds were dated June 15, 
1919, and are due June 15, 1939. They 
were issued about one year before the rate 
of interest for foreign government loans 
took a decided jump. Just one year after 
this issue was brought out the Belgium 
Government had to pay 744% for money 
in this country, and three months later the 
French Government came in the market 
for a $100,000,000 loan at 8%. 

There are five Swedish Government 
loans listed on the London Stock Ex- 
change, but the issues are small, and ow- 
ing to the high price at which they have 
been selling in London, it has not been 
possible to bring them over here on at- 
tractive terms to American investors. 


Switzerland 


Switzerland holds a position of unique 
(Continued on page 426) 
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Money, Banking and Business 


New Year Continues Business Revival 






Reduction in Cost of Credit—Short and Long Term Borrowing Affected—Prices Stabilized 


OR the first half month of the New 

Year the outstanding feature of the 

business situation is undoubtedly a 
continued case of corporation credit and of 
money conditions generally. With a call 
rate falling to 3% and maintaining itself for 
some time past at between 3 to 4%, there 
can be no complaint of the rate for specu- 
lative or investment funds. Federal 
reserve banks have continued their process 
of gradual reduction of rates, the South- 
ern and Western institutions gradually 
coming into line with those of the East 
and North. Predictions now assert a 
probable early cut to a still lower level in 
the Eastern institutions, a possibility 
which is foreshadowed by reduction of the 
acceptance rate. This acceptance reduc- 
tion has in fact preceded the rate cuts of 
recent months with practical regularity, 
although there is of course no definite as- 
surance of any connection between it and 
other discounts. What is of more import- 
ance than the call rate is the fact that 
time money, a very much better index of 
financial conditions, has fallen to 444-43%4% 
for loans on mixed collateral. Exami- 
nation of the graph representing this 
movement of money reflects the situation 
clearly, and shows the relative significance 
of the change that had taken place. 


Corporation Borrowing Cheaper 


The fact that funds are indeed reaching 
a lower level of cost not only in the short 
term field but also for capital purposes 
has been strikingly illustrated since the 
first of January by the better values of 
bonds. The upward movement which had 
been so marked during December has con- 
tinued, although at a slower pace, prices 
adjusting themselves much more nearly 
to the changed value of short term bor- 
rowing in the open market. This better 
tone has extended itself throughout the 
entire range of bonds, taking in not only 
the best railroad securities but also high 
grade industrials, and continuing to be 
reflected in both foreign and domestic 
Government issues. Graphically the situa- 
tion is summed up in the fact that the 
index of corporation credit plotted on the 
accompanying chart stands at 5.15; this 
figure representing the composite value of 
10 high grade railroad issues. The situa- 
tion can best be realized 1n all its bearings 
by contrasting the level of values now 
reached with that which existed a year 
ago. For this purpose Government bonds 
afford perhaps the best index of the situa- 
tion, reflecting as they do an advance of 
about 12 points in representative issues 
taken as a guide. This high level of values 
may easily be damaged or lowered by the 
adoption of unwise legislation tending to 
weaken the borrowing power of the Gov- 
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ernment. Meantime, however, the Treas- 
ury has been well conducted during the 
past year, and the results furnish, there- 
fore, a fair basis of comparison between 
values as now existing and those of twelve 
months ago. This is accordingly a reason- 
able measure of the improvement in 
Government credit; which, in turn, fur- 
nishes a very fair test of the improving 
level of industrial and private credit. 


The Price Situation 


In these circumstances, it would be 
naturally expected that prices should cease 
their decline. They had in fact already 
done so before the arrival of lower rates 
for money; nevertheless during the past 
three or four months there has at times 
been a slight additional downward move- 
ment. They are now apparently fairly 
well stabilized and show from month to 
month a slight improvement. The chart 
herewith presented represents Bradstreet’s 
index which stands at 11.37 for the first 
of the month. Other price indexes moved 
in substantial conformity with the one 
selected as an example and show either 
stability or a condition closely approxi- 
mating to it. Early advances in price of 
various staples are now predicted by Gov- 
ernment authorities, included in the list 
being sugar and several other articles of 
general consumption. Copper has already 
shown the influence of a decided upward 
movement. While there has been a cut 
in crude oil values, and while a corre- 
sponding reduction in coal is expected by 
some, these changes are in many ways 
wholesome, the high cost of fuel being 
regarded as having been during the past 
year a very serious obstacle to the restora- 
tion of normal conditions. Indeed, one 
main trouble, during the past year, has 
been the difficulty of getting prices leveled 
or adjusted to one another, a process 
which has called for the cutting down of 
some unreasonably high charges just as 
it has required the advancing of many 
that had been depressed to a point un- 
questionably below cost of production. 
All indications now point to the belief 














that, for the present at least, a reasonable 
degree of stability in prices has been at- 
tained. This has for a long time been re- 
garded as a really basic necessity as 
affording a solid foundation from which 
to start afresh in the upward movement 
of business toward normal. 


Productive Conditions 


In the productive field, the situation con- 
tinues to be hopeful just as it was a 
month ago, although still somewhat un- 
settled. The early weeks of the year have 
shown the usual seasonal recession of out- 
put but this as compared with last year has 
been relatively moderate. Unfilled orders 
in the steel industry continue to be a rather 
unreliable index of business conditions. 
They show a slight falling off, the amount 
as represented on the graph herewith 


being given by the U. S. Steel Cor- 
poration as 4,275,000 tons. Produc- 
tion, however, continues to hold up 


well as is shown by the fact that pig 
iron output for December was 1,649,000 
tons, an increase over preceding weeks, It 
is not, however, to the steel industry that 
we must look for the best indexes of pro- 
duction under present conditions, A better 
guide is afforded by. the textile and leather 
trades in both of which fairly satisfactory 
conditions are noted, although it is still 
true that uncertainty prevails because of 
the failure to receive advance orders so 
that the plants tend to work more largely 
from hand to mouth than heretofore. Still 
it is a fact that, taking the country as a 
whole, the indexes of production com- 
pare well with those of recent months 
and show an improving condition gener- 
ally throughout the industrial system, 
The following table of indexes prepared 
by the Federal Reserve Board throws 
some light upon this condition of affairs 
and is worthy of study. Although the 
figures presented are a month behind 
owing to unavoidable delays in compila- 
tion the tendencies therein set forth are 
still continuing and in even more marked 
degree : 
(Continued on page 436) 








[000 omitted | 
November, 1920 November, 1921 October, 1921 
.. 7= A 
Total Relative Total Relative Total Relative 
Receipts of live stock at 15 western 

“jt wees 5,960 100 5,217 87.4 5,637 94.6 
Receipts of grain at 17 interior cen- 

OT 76,286 100 58,953 77.2 111,337 145.9 
Sight receipts of cotton (bales)...... 1,804 100 1,704 94.4 1,948 107.7 
Shipments of lumber reported by 3 

associations (million feet)......... 598 100 743 125.3 891 150.3 
Bituminous coal production (short 

| (ee eee 51,457 100 35,955 69.8 43,741 85.0 
Anthracite coal production (short 

SED een.ccedeesaunagaunsasanvane 7,441 100 6,859 92.1 7,580 101.8 
Crude petroleum production (barrels) 38,699 100 87,780 97.6 35,621 92.0 
Pig iron production (long tons)...... 2,935 100 1,415 48.2 1,247 42.4 
Steel ingot production (long tons)... 2,639 100 1,660 62.9 1,617 61.2 
Cotton consumption (bales).......... 333 100 + 527 158.2 495 148.6 
Wool consumption (pounds)......... 28,096 100 65,326 232.5 67,287 289.4 
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Outlook for New Advance in Commodity Prices 


Situation Tending Toward Reversal of Recent Downward Movement—Present Price Levels 






Uneven—Rentals an Obstacle to Recovery 


all business men perhaps more at 

the present time than at any other 
time in history. “Where will prices go?” 
is the favorite question nowadays. 

After watching prices hurtling down- 
ward for many months, it is difficult to 
imagine them doing anything else. The 
force of habit is strong; and we have 
lately come to think in terms of low prices 
—and still lower prices. Everybody seems 
to want prices to go lower. 

It seldom seems to occur to people that 
ui era of low prices and unemployment is 
perhaps not quite so desirable as an era 
of high prices, trade activity and general 
prosperity. 

Regardless, however, of the wishes of 
peopie on the subject, prices have a way 
of responding to the economic situation. 
The present situation, it is true, calls for 
a period of declining prices, but situations 
do not always remain the same. It is pos- 
sible that conditions may shortly change 
so that instead of prices declining, the re- 
verse may occur. 


Tu question of prices is agitating 


The Present Situation 


From present indications, the prospect 
for higher prices hardly appears brilliant. 
Yet, viewing the situation more funda- 
mentally, there are signs that forces are 
shaping themselves for what might be 
termed a period of secondary inflation. 
This does not mean a period of sky- 
rocketting prices such as occurred in the 
feverish period of 1919-1920. The struc- 
ture of world economics is too shaken to 
permit the repetition of such proceedings. 
Furthermore, there are many instances of 
prices that are still at too high a level in 
comparison with others. It does mean, 
however, that in instances where prices 
have declined too far in proportion to the 
general price level, an upward reaction is 
not only possible but probable. It is even 
desirable. : 

The outstanding fact about the present 
price situation is its uneven character. 
Commodities are selling out of line with 
one another. Thus, a bushel of corn will 
buy less cotton today than it would be- 
fore the war. A ton of copper will buy 
less steel. In many industries wages will 
buy less in the way of necessities than for 
a number of years. Evidently certain ele- 
ments of the population are profiting at 
the expense of other elements; or, to put 
it another way, certain elements of the 
population are not in so good a position 
as some others. The result is to unduly 
increase the burden on some interests and 
to lessen it on others. Finally, all inter- 
ests must suffer from such a situation as 
ultimately it can do no element of the 
population any good if another element is 
laboring under an economic disadvantage. 

It would make little difference whether 
prices were high or low, provided prices 
were in proportion, and this, of course, 
includes wages, salaries, incomes, etc. The 
rent situation is perhaps a good illustra- 
tion. Rents tedav in most parts of the 





country have risen to a greater extent 
than the earning power of the masses. 
The result is that owners of real estate 
are benefiting at the expense of wage earn- 
ers and salaried people. The latter, in 
turn, owing to the high proportions of 
their incomes which must be paid out in 
rents, are unable to buy as much of their 
other necessities as they require. This 
affects the agricultural interests, the shoe 
and clothing manufacturers and others 
dependent on the wage earning power of 
the masses. 

A situation of this sort calls for ulti- 
mate rectification. Adjustment is vitally 
important unless the present depression is 
to be unduly prolonged. Prices, of course, 
are entirely subject to the law of supply 
and demand, and therefore their future de- 
pends on what is known as the statistical 
position of commodities. Where excessive 
stocks exist in proportion to the probable 
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demand, such as is the case with sugar, 
for example, the outlook for higher prices 
is indeed dubious. On the other hand, 
where surplus stocks have been in the 
process of liquidation for a long period, 
and where production has been kept down 
in order to avoid the danger of accumulat- 
ing excessive stocks, as in the case of cop- 
per, the outlook favors at least a mod- 
erately higher level. 

Thus the outlook for prices cannot be 
judged broadly, but should be analyzed 
from the viewpoint of individual commodi- 
ties. A commodity will always respond 
to its statistical position. When large 
stocks of cotton last Spring harassed the 
cotton growers, the price hung around the 
12-cent level for months. It was not un- 
til publication of the announcement that 
the new cotton crop would reach a very 
small proportion of normal that the mar- 
ket turned, and from that time on prices 
commenced to rise until they are now 
about 50% above the level of last Spring. 
Copper worked out about the same way. 


Curtailed production increasing demand, 
resulted in a sounder internal position and 
prices commenced to rise from a 12-cent 
level until the present level of 14 cents, 
with every promise of a higher price to 
come. This has been the situation with 
the better-grade hides, with lead, with sil- 
ver and a number of other commodities. 
In fact there have been decided indica- 
tions in the past few months that a num- 
ber of commodities, particularly those 
which have been depressed to too low an 
extent, are resting on a sounder internal 
position and that they are ready to reflect 
this situation by higher prices with the 
materialization of the inevitable demand 


The Credit Situation 


One of the prime causes of the drop in 
prices was the stringency of credit. In 
the past few months, however, commercial 
credit has become more plentiful and the 
outlook is that, for a time at least, credit 
will be more freely available than for a 
considerable period. This will enlarge 
potential buying power, create a greater 
demand for goods and ultimately raise the 
price level. This situation is, in particu- 
lar, faced by business interests dependent 
on commodities which have been more or 
less fully liquidated and whose statistical 
position is strong. 

No estimate of the probable future 
course of prices in this country is com- 
plete without taking into consideration the 
international trade position. Our inability 
to ship our surplus abroad, owing to the 
inability of foreign customers to buy, is a 
principal cause of trade depression and 
low prices over here. To a large extent, 
the future of prices in this country is de- 
pendent on the extent to which foreign 
trade recovers from the present lethargy. 

All over the world there is a crying 
need for goods. The consummation of 
this demand awaits further progress with 
regard to international finance. However, 
steps along the right direction are being 
taken in this regard and there are already 
signs that the corner of world depression 
is being slowly turned. This must finally 
result in an abundant demand for our 
goods from all directions and consequently 
in a higher price level. 

Broadly speaking, therefore, the average 
of prices in 1922 should be somewhat 
higher than that now existing, although, 
to be sure, many commodities will sell 
lower than present prices, due to individ- 
ual factors not pertinent to the general 
situation. 

As for the question of secondary infla- 
tion, it is at least apparent that prices have 
more or less thoroughly adjusted them- 
selves. A new basis is being formed. A 
number of commodities have recently given 
signs of new strength. Others will fol- 
low. The situation has thus changed con- 
siderably in the past year. Some further 
changes even more striking in character 
are promised for the coming year. There 
are a number of instances where past 
losses on commodities will turn into profits. 
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Further Slump in Business Activity 


Unsettlement in Price Situation and General Uncertainty as to Immediate Trend Gives a 


Hesitating Air to 


Business 





STEEL 











Quiet Conditions 


O change is noted in the position of 
the steel industry. Consumers are 
pursuing a waiting policy with regard 
to new buying, although they show a 
greater disposition to release tonnages held 
on old contract. The inventorying season 
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has not yet been completed and the steel 
industry must wait in abeyance of this de- 


velopment. A not unfavorable sign is 
that steel prices show no particular down- 
ward tendency, despite that new business 
is slow in coming in. On the other hand, 
competition is severe, with the less ef- 
ficient and economical producers feeling 
this situation very keenly. 

\mong the individual markets, tin piat 
is holding its own. A very large order 
has recently come to light, with the Stand- 
ard Oil Company of New Jersey as the 
purchaser. About 50% of this order is 
reported to have been placed with the 
Steel Corporation and the balance with 
the independents. The price situation in 
this market continues firm on account of 
the exceptionally good demand. 

The steel pipe situation has become un- 
certain, owing to the drop in crude oil 
prices. Considerable hesitation has been 
manifested among consumers since the re- 
cent slash in crude oil prices, and the fact 
that the petroleum markets in general are 
displaying a weak tone will perhaps con- 
tribute to further uncertainty among buy- 
ers of steel pipe. 

The sheet market is holding to the re- 
cent base, but new business is not coming 
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SPOT PRICES OF LEADING 





COMMODITIES 
(See Footnote for Grades Used and Unit 
of Measure) 

y 1921 . 

High Low Last* 

OE —=EeaEEEEE 50 $28.50 $28.50 
Pig Iron (2) ..... 30.00 18.00 19,00 
Copper (3) ...... 18% 0.11 0.14 
Petroleum (4) ... 6,10 2.25 3.25 
ff ere 00 6: 1.80 1,90 
Cotton (6) ....... 0.21% 0.11 0.18% 
Wheat- (7) ....... 2.04 1,08 1.11 
Corn (8) ........ 0.70% 0.44 0.47 
i assem 0.11% 0.06% 0.07% 
Steers (10) ...... 0.11% 0.08% 0.08% 
Coffee (11) ...... 0.08% 0.05% 0.09% 
Rubber (12) 23 0,14 0.20% 
Wool (18) ...... 48 0.43 0.45 
Tobaceo (14) .... 0,25 0.15 0.20 
Sugar (15) ....... 0.06% 0.03% 0.038% 
Sugar (16) ....... 0.08% 0.04% 0.04% 
paaees 0.06% 0.03% 0.08% 


Paper (17) 
*January 11. 
(1) Open Hearth billets, 


$ per ton; (2) 


Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 


rel; (5) Pool No, 11, $ per 
New York, c. per pound; ( 
Chicago, $ per bushel; (8) 


ton; (6) Spot, 
7) No. 2 Red, 
No. 3 Yellow, 


Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
ec. per Ib.; (11) Rio, No. 7, Spot, c. per 


Ib.; (12) First Latex crepe, co. 


(18) Ohio, Delaine, unwash 


per Ib.; 
od, ©. per Ib.; 


(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw, Cubas 96°, Full Duty, o. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 


print per carload roll, c. pe 


r Ib, 


THE TREND 


STEEL—New Buying Shows Falling-Off 
with Manufacturers completing their 
Inventory Adjustments. Prices are 
not so weak as recently but competi- 


tion is more severe. 


dependent properties 


Merger of in- 
contemplated. 


Quiet conditions are likely to prevail 
for the next few weeks but a sub- 


stantial t of b 


s will prob- 





ably be booked by that period. 


METALS—Copper is a little quieter and 
there have been a few instances of 


price concessions, 
small dealers. 
to more normal level. 


particularly by 
Surplus stocks down 


Outlook favor- 


able for this metal and others, in- 


cluding lead and zinc. 


OIL—Pennsylvania crude 
three times 


oil prices cut 


in succession. Refined 


products weak. Domestic and export 


demand not 
uncertain. 


satisfactory. 


Outlook 


RUBBER —Tire manufacture shortly to 


increase. 


Other rubber manufactur- 


ers not actively engaged. Crude rub- 


ber fairly firm. 


TOBACCO — Higher prices for 
cigarettes very 
roduction shows falling 

prices not prob- 


product. Sale of 
good. Cigar 
off. Lower w 


crude 


able though there will be further 
retail 


adjustmient in the 


trade. 


SUMMARY—Present indications are that 


the recent 


loss im business activity 


will be made up ry through in- 


creasing business at t 


end of the 


winter months. No great changes 
are likely for the present, however, 


and quiet conditions 


should prevail 


for a few weeks longer. 
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in inspiring volume. The wire market is 
fairly firm, but operations are only at 
about 50% capacity for the mills, as a 
whole. 

The position of pig iron is unchanged. 
The market is quiet and business is of the 
small lot description. No change is an- 
ticipated in the immediate future. 





OIL 











Crude Oil Declines 


As forecasted in these columns, crude 
oil prices have been cut deeply. At 
the present writing Pennsylvania crude 
is selling at $3.25 a barrel, compared 
with $4.00 a barrel several weeks 


ago. Thus approximately 50% of the re- 
cent rise in Pennsylvania crude has al- 
ready been lost. Factors impelling the 


decline have been described at full length 
in this MAGAzine from time to time, and 
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1921 
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JA 
there is no necessity of going into this 


matter at full length. Suffice to say that 
the failure of refined products to reveal a 
substatitial demand, coupled with the high 
rate of production, forced the inevitable 
result. 

The situation at unsettled, 
which is a natural result of the decline in 
crude oil prices. Refined oil prices, how- 
ever, have not yet been cut in proportion, 
which is surprising considering the large 
amount of stocks on hand 

In the gasoline market it is difficult to 
locate buyers who are willing to enter ex- 

(Continued on page 432) 
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About Banks and Banking 









What the Federal Reserve “Ratio’””’ Means—How It Is Compiled—A Story About a Business Man 
and a Banker—Flushing National Bank’s Stock 


HIS department has been called upon 
to define the make-up and significance 
of the Federal Reserve “Ratio.” It’s 

a pretty large order. However, we can 
do our best. 

The “Ratio” is compiled as follows: 
Take the report on “Condition of the Re- 
serve Bank of New York” as of Decem- 


ber 28, last. Find the figure marked 
“Total Reserves,” and amounting to 
$1,114,114,440. Make this figure your 
dividend. 


Now determine the sum of the two items 
“Total Deposits” ($716,092,184) and Fed- 
eral Reserve Notes in Circulation ($663,- 
329,116). This sum amounts to $1,379,- 
421,300. Make that your divisor. 

The quotient, 808%, is the “Ratio” of 


in a correspondingly good position. And 


vice versa. 

’ Influential Factors 

There are a great many factors which 
have a direct bearing on the Federal Re- 
serve Ratio. As among the most impor- 
tant may be mentioned the following: 

(1) Amount of Gold Held by Reserve 
Banks. 

(2) Amount of Silver Held by Reserve 
Banks. 


(3) Amount of Deposits of Member 
Banks. 
(4) Amount of Loans of Member 
Banks. 


(5) Amount of Federal Reserve Notes 
Issued by Reserve Banks. 








MONTHLY AVERAGE RESERVE RATIO 
FEDERAL RESERVE BANK OF NEW YOR 





1917 18 ‘19 
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the Federal Reserve Bank of New York 
as of the date given. 


The “Minimum” Ratio 


There is a minimum below which this 
Ratio cannot be permitted to fall. That 
is, certain penalties result if this minimum 
is passed. The minimum is 374%. It is 
determined by a process springing from a 
certain provision of the Federal Reserve 
Act which reads as follows: 

“Every Federal Reserve Bank shall 
maintain reserves in gold or lawful money 
of not less than 35% against its deposits; 
and reserves in gold of not less than 40% 
against its Federal Reserve Notes in actual 
circulation.” 

To assure adherence to both these re- 
quirements, it is common practice to strike 
a mean average between the two. That 
average, of course, is 3712%. 

This 3714% figure is of use to the lay- 
man only insofar as it provides a basis 
of comparison. He can know that any 
ratio largely in excess of this minimum 
proves the bank under consideration to be 
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(6) Amount of Earnings Assets (wit- 
ness changes resulting from investment by 
Reserve Banks of large sums in Liberty 
and Victory bonds). 

(7) Amount of Re-discounting of Com- 
mercial Paper by Reserve Banks. 

Study of these factors reveals the 
Federal Reserve Ratio to be a direct 
and truthful index of the credit situa- 
tion, since every one of the factors af- 
fecting or controlling the ratio is 
grounded in the credit situation. 


Significance of Gold Holdings 


The importance of the Gold Holdings 
of the Reserve Banks hardly requires ex- 
planation. It is interesting, however, to 
consider the great increase in gold hold- 
ings in recent months, due to shipments 
of great amounts of the metal from Eu- 
rope to this country. Of course, increased 
amount of gold held will force a higher 
“Ratio,” other things being equal, just as 
increases in amount of silver held, result- 
ing from any increase in amount of silver 
metal coined, will force up the Ratio. 


Effect of Loans and Deposits 


How changes in “Amount of Deposits 
of Member Banks” and “Amount of Loans 
of Member Banks” will affect the Ratio 
may best be shown by a simple example: 

John Smith borrows $100,000 from the 
National City Bank. The National City 
Bank credits him with a deposit of that 
amount. This, of course, means an in- 
crease of $100,000 in the National City 
Bank’s deposits. 

Now, the Federal Reserve Act requires 
that member banks: maintain with their 
Federal Reserve Bank an actual net bal- 
ance equal to not less than 13% of the to- 
tal amount of their demand deposits 
Therefore, an increase of $100,000 in the 
demand deposits of the National City 
Bank must be followed by an increase of 
13% of that amount, or $13,000, in that 
bank’s reserve balance. 

Thus, John Smith’s need of credit, fol- 
lowed by an extension of credit by the 
National City Bank is, in turn, followed by 
an alteration in the National City Bank’s 
balance with the Federal Reserve Bank 
and, finally, by an alteration in that Fed- 
eral Reserve Bank’s “Ratio.” 

But John Smith will eventually require 
a certain proportion of his borrowings in 
cash; and the same thing s& true of all 
the loans which member banks make 
Hence, extension of these loans results, 
not in large deposits alone, but in en- 
larged requirements for cash, which are 
met by issuance of Federal Reserve Notes 


The Chief Factor 


The method by which the member bank 
secures both deposits and Federal Reserve 
notes from the Reserve Bank is the “re- 
discounting” process. Thus it is seen that 
this rediscounting is, probably, the chief 
factor in the Federal Reserve Ratio. Con- 
sideration of it leads up to two interest- 
ing conclusions which embrace practically 
the whole spirit and significance of Reserve 
Ratio. 

It will be remembered that, not so many 
months ago, the member banks were called 
upon to discount large amounts of com- 
mercial paper for business organizations. 
For a long period, demand for this accom- 
modation was on an increasing scale 
Hard-pressed to meet the demand, the 
member banks called upon the Reserve 
Banks to re-discount large amounts of 
the paper which they, the member banks, 
had already discounted themselves. 

Other things being equal, increasing de- 
mands upon the Reserve Bank’s redis- 
counting facilities must have its effect upon 
notes and deposits, in the same way as 
described in the John Smith-City Bank 
transaction. That is, the more redis- 
counted paper outstanding, the smaller the 
reserve percentage will be. 

Hence, the great amount of rediscount- 
ing done by the Reserve Banks was, in 
large measure, responsible for the compar- 
atively low Federal Reserve Ratio which 
prevailed. 

Which leads to the following conclu- 
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sions—in the opinion of this department 
the whole flesh and sinew of the Reserve 
Ratio: 

Other things being equal (and, to all 
practical purposes, they generally are) 
the Ratio may be said to fluctuate in 
inversely with commercial activity, or 
what may be called “Active Prosper- 
ity.” Great trade activity, leading to a 
wide demand for credit and a heavy drain 
upon the rediscounting facilities of the 
Reserve Banks will be reflected by a de- 
clining tendency in the Reserve Ratio; and, 
vice versa, dulness in trade will be re- 
flected by an advancing tendency in the 
Ratio. 

The Ratio will fluctuate directly with 
the Credit Resources and Credit Re- 
quirements of the country. A falling 
off in demand for accommodations 
(which inevitably results from trade de- 
pression) wil] mean less strain upon the 
Federal Reserve Banks. The less the 
demand, the greater will be the Ratio. 

A graph, accompanying this article, 
shows the course of the Ratio of the 
Federal Reserve Bank of New York from 
1917 to the present. It will be seen that 
the ratio declined steadily during the ex- 
tremely active years 1917, 1918 and 1919; 
that it followed a comparatively even 
course in 1920; that, in 1921, it regained 
practically all of its loss, and that the 
second week in the current year ended 
with the ratio at 86.9%, or the highest 
point in years. 

Asked by this department how he ac- 
counted for the high level now prevailing, 
ar: authority on the subject said: “The 
level of the reserve percentage at the 
present time can be attributed to twg 
major factors, first, the large imports d 
goid, and, secondly, the decreased Reserve 
Deposits and Note Circulation—which 
means less discounting. Frozen credits 
have been liquidated.” 





Know Your Banker! 


The following story is told by a reader 
of this department who has some decided 
opinions regarding the uses to which banks 
and bankers can be put by business men 
and private individuals: 

“A friend of mine, whom we will call 
Brown, operated for a good many years a 
hardware store in a fair-sized suburban 
community. 

“He was of the type that concentrates 
on what it is doing and doesn’t use up 
energy on “side-lines.” Among other ac- 
tivities which he avoided were social ac- 
tivities. He hadn’t married and so there 
was nothing to prevent his having his way 
in this respect. I don’t say that this was 
entirely in his favor; I merely mention it 
so you will understand why, although this 
fellow Brown had a bank account and had 
to go to the bank frequently, he practical- 
ly never came into personal contact with 
the officers of the bank and knew very 
little about their type and their ‘uses’” 

“Last year, this fellow Brown got into 
a certain amount of trouble, like practi- 
cally every business man in this country. 
He had stocked up, as psual, for his sum- 
mer trade—that was the big ‘season’ in 
his business, what with the usual replace- 
ment demand for lawn-mowers, seeding, 
and harvesting tools, rakes, hoes, and what- 
not—; and he hadn’t more than about got 
his supply off the trains and into his 


for JANUARY 21, 1922 


warehouse than the business slump came 
along. 

“Your magazine has told the story often 
enough of what happened after that and 
it’s not necessary for me to go into detail 
about it. The kind of people that buy 
plows and harrows and buck saws were 
the first to feel the effects of the slump; 
they stopped buying, almost over night 
As a result, our friend Mr. Brown was 
stuck, if you don’t mind a perfectly good, 
everyday word, with one of the biggest 
stocks of goods he had ever laid in; he 
had bills facing him that had to be paid 
if he was going to go on doing business; 
and he was forced to dip into his own per- 
sonal principal for his running expenses. 

“Well, I told you he hadn't met the 
town bankers—didn’t know them, hadn’t 
talked to them or about them—and so you 
can understand that it never occurred to 
him to go to them. He went, instead, to 


for the third time. The old man started 
asking him some more questions, The 
strain on his nerves of the other two in- 
terviews; the worry about his business; 
the necessity of some immediate cash 
with which to meet current bills had 
brought Brown to a state bordering on 
hysteria. It had been like pulling teeth 
for him to go to the president in the first 
place and now, with what looked like an- 
other session ahead of him, he couldn't 
control himself any longer. 

“Say!” he ejaculated, “how much more 
of this sort of thing do I have to put up 
with? Do you always put everybody 
through this mill that comes with a simple 
request about his checking account?” 

“The old bank president was a he sort 
of a man and didn’t hesitate to answer 
tartly: 

“Why, you damn fool!” he said, “I’m 
not thinking about your check account. 
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the few close friends that he had, in the 
effort to borrow funds; even went so far 
as to offer an interest in the business in 
return for a small] loan. He found them 
‘close’ friends, all right; but he didn’t get 
his loan. 

“Well the sum and substance of it all 
was this: Running expenses forced him 
to a point where the next check he drew 
on his bank would reduce his deposit be- 
low the minimum limit. Knowing what 
that limit was, and with the sole idea of 
getting special permission to draw below 
it, he went to his bank. Instead of going 
to the president he went to the paying 
teller. Naturally, the latter was without 
authority, and referred him to the presi- 
dent. 

“Brown was in this way forced to meet 
the president. In the course of his plea 
for ‘leniency’ he was also forced for the 
first time in his business career to lay his 
cards on the table and describe his full 
circumstances from A to Izzard to some- 
body else. The president—and I bet his 
eyes twinkled when he did it—made Brown 
go back to his office, get his books, bring 
them back to the bank and go all over 
them, in this way finding out just what 
Brown’s sales had averaged over the nine 
years he had been in business, just what 
his running expenses were, how economi- 
cally the business had been run, where the 
‘leaks’ were, if there were any leaks, what 
his turnover was, and so forth and so on. 

“After two sessions like this, which 
consumed about eight hours altogether, 
Brown was called to the president’s office 


I'm trying to figure out just how much 
the bank will have to lend you to tide you 
over the next couple of years!” 

“The reason I tell this story is this: 
There are thousands of business men just 
like Brown to be found in every county in 
the United States—men that don't tie up 
with their bankers and only go to them 
when they have to. These fellows seem 
to think that all a banker has to do is sit 
in an office, accept new accounts, pay out 
cash on checking accounts and sign bank 
notes. They don’t seem to realize that 
the town bank is the keystone in the busi- 
ness arch—that the arch will fall if the 
bank isn’t there and that the bank won't be 
there unless there is business enough to 
hold it up. Only they're not all as lucky 
as Brown was; they don’t always find the 
officials of the bank they have been ignor- 
ing in ‘good times’ ready to go out of 
their way to help them when the bad times 
come!” 





Flushing National Bank Stock 

The following inquiry has been re- 
ceived: 
Bank Editor, Tue Macazine or Wart Srerter 

Sir: I would like information concerning the 
stock of the Flushing National Bank, Flushing, 
Borough of Queens. New York. Can you advise 
me if they have paid a recent dividend? If so, 
what per cent, and when? Also, what is the 
present value of the stock?—A, H, G 


Flushing National Bank pays 2% 
semi-annually, or 4% annually. The 
last dividend was declared payable 
January 3, 1922. The stock is quoted, 
at this writing, 110 bid, none offered. 
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The Bond Market 
























































Three Good Short Term Issues 


Attractive Possibilities Offered by These Bonds 


HE short term investment is a type 

that appeals to many investors who 

desire to keep a certain portion of 
their funds in a form that may be readily 
liquidated with a minimum possibility of 
depreciation of principal. The theory of 
the short term investment is that, owing 
to the early maturity, the market price 
(provided the issue is sound) will always 
be close to par. Over the past several 
years a great many short term obligations 
have come on the market. The cause of 
this large amount of short term financing 
has been the extremely high interest rates 
that have prevailed, making it desirable 
for concerns in need of funds to resort 
to the issuance of early maturity obliga- 
tions in the hope that the refunding of the 
issue might be accomplished by the issu- 
ance of a lower interest rate obligation 
at a later date. 

Of the various short term notes and 
bonds, several issues stand out from the 
others as being particularly attractive for 
one reason or another. Out of a long list 
of available issues of this type the writer 
has selected three—two of the issues 
chosen offer what seem to be splendid 
profit possibilities through the operation 
of conversion privileges, while the third 
issue has been selected primarily for its 
high yield to bring up the return on the 
combined investment. 


Bethlehem Steel 7s 


The first choice is the Bethlehem Steel 
Corporation Secured 7% Notes, due July 
15, 1923. These notes are outstanding in 
amount of $20,000,000 and are the final 
maturity of a total original issue of $50,- 
000,000, the balance having either matured 
or been redeemed. The notes are a direct 


obligation of the Bethlehem Steel Cor- 
poration, issued under an indenture in 
which the Bethlehem Steel Company 


(Bethlehem Steel Corporation’s principal 
subsidiary) joins, and they are secured by 
pledge with the trustee of Consolidated 
Mortgage 30-Year 6% Sinking Fund Gold 
3onds, due August 1, 1948, which are 
pledged in the ratio of $7,000 6% bonds 
hehind each $5,000 7% note. 

Space will not permit going very deeply 


By R. M. MASTERSON 


into an analysis of the Bethlehem Steel 
Corporation, but it is sufficient to say that 
it is one of the largest and most success- 
ful of the independent steel companies, A 
consolidated balance sheet, dated Decem- 
ber 31, 1920 (latest available), showed 
total net assets, after depreciation, of over 
$333,600,000 behind a total outstanding 
funded debt of $144,633,613. Net income 
available for interest charges for 1920 
amounted to $22,410,038, against total in- 
terest requirements of $7,951,203. No de- 
tailed figures have yet been given out for 
1921, but in October of that year President 
Eugene G. Grace (Charles M. Schwab is 
chairman) stated that net for the nine 
months to September 30, 1921, had been 
more than sufficient to cover dividends on 
all classes of outstanding stock. This is 
quite a remarkable performance under the 
decidedly unsatisfactory conditions of 1921, 
as most steel companies experienced dif- 
ficulty even in meeting fixed charges. The 
total outstanding stock amounts to over 
$104,000,000 in various classes of pre- 
ferred and common, all of which are pay- 
ing their regular dividends. 

The 7% notes of July 15, 1923, are con- 
vertible into the 6% Consolidated Mort- 
gage Bonds of 1948 at a price for said 
bonds equivalent to a 614% yield basis, at 
any time up to and including March 15, 
1923, or if notes are called for redemption 
until such redemption date. This means 
that when the conversion is made the price 
at which the bonds would yield 61%4% to 
maturity is determined and a cash adjust- 
ment made to the holder of the notes for 
the difference. At the present time the 
price at which the bonds would yield 644% 
would be about 93%, so that if the ex- 
change were made now a holder of a 
$1,000 note would receive a $1,000 6% 
Consolidated Mortgage Bond and about 
$65 in cash, with the necessary adjustment 
for difference in interest. 

The Consolidated Mortgage Bonds are 
a well secured obligation, and when gen- 
eral conditions return to a normal basis 
they should sell well above the conversion 
price. (For a complete description of the 
bonds write to the Bethlehem Steel Com- 
pany for a copy of circular to note holders 


dated December 24, 1921.) Even in the 
current market, a price of 9344 would not 
be out of line for them. The company 
has announced its intention tq immediately 
apply for the listing of the bonds on the 
New York Stock Exchange and active 
trading in them may be expected to take 
place in the near future. 

At their present price of a fraction over 
par, the value of the 7% notes of 1923 
may readily be appreciated. If the bond 
market should continue its advance of the 
closing months of last year, the notes are 
sure to appreciate in value owing to this 
conversion privilege, while on the other 
hand, if a further rise does not come 
about, a purchaser is assured of a return 
of his principal, with good interest, on 
July 15, 1923. 


Consolidated Gas 7s 


The Consolidated Gas Company of New 
York, directly and through its subsidiaries, 
does practically the entire gas and electric 
light and power business in the Borough 
of Manhattan, New York City, and in 
large parts of the Bronx and Queens and 
in Westchester County, serving a popula- 
tion of upwards of 4,000,000. It owns a 
number of subsidiary companies, including 
the New York Edison Company, which is 
one of the largest electric companies in 
the country. 

The company’s outstanding capitaliza- 
tion consists of $25,000,000 7% convertible 
bonds of February 1, 1825; $20,000,000 
one-year 7% notes, due December 1, 1922, 
and $100,000,000 capital stock in shares of 
$100 par value. The 7% bonds of 1925 
are a direct obligation of the company, 
which covenants in the trust agreement 
not to execute any mortgage upon or make 
any pledge of any part of its property, 
other tharr shares of stock owned by it, 
unless all the convertible bonds be secured 
equally and ratably therewith. In addi- 
tion, these bonds are further secured by 
pledge with the trustee of $35,000,000 par 
value, over a majority, of the capital stock 
of the New York Edison Company. Ac- 
cording to the balance sheet dated De- 
cember 31, 1920, the value of the com- 

(Continued on page 434) 





Rate 
Bethlehem Steel Corp............ 7% 
Consolidated Gas Co............ 7% 
American Cotton Oil Co........ 6% 








SHORT TERM ISSUES 


Maturity Redeemable Convertible 
July 15. 1923 1001-100 Into Cons. Mtg. 6s 
of 1948 at 64% 
basis. 
Feb. 1, 1925 162'4-101 Into Capital Stock 
at par. 
Sept. 2, 1924 Or a 


Approximate Approxi- 


7 


Market Price mate Yield 
N. Y. Curb.... 100% 6.82% 
N. Y. Stk. Ex 103% 5.88% 
Outside Mkt. $44 8.35% 
Average . 7.01% 
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BOND MARKET CONTINUES FIRM 
Fluctuations Narrow and Confined to BOND BUYERS’ GUIDE a 
Few Issues—The Future of Prices p inet “ ~ ay 
px. un 
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radi _~ ae ‘a ae ith 4. City of Copenhagen (b) 5%s, 1944 .................... Sat ae 6.75 
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° ° ° . a Treland (oc B, BOG cccccccccccecs . 
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and which resulted in one of the most re- . so ome MORE SPECULATIVE. 
° ngdom o! Fe | h eee : 95 7.90 
markable bond markets Wall Street has 2. Kingdom of Italy (4) 6%, 1985............................ 92% 9.45 
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been satisfied. Then, too, the fact that . a em Sn SL 6cé-epeeseadeeennsseabes eons venecense. Se 7.90 
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. . . f° orfo estern (e) ons. cachenseedoces aeae 857, 4.65 8.95 
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eption. , . 
Industrials. 
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investors. To answer it, consideration 7. Baldwin Loco, (a) 5s, 1940..........ceeeeeeee ep cetcecccses 99%, 5.05 2.65 
should be given to such changes as have 8. National Tube (a) 5s, 1952..............0005 Gil dialeaiiaatel 96 5.25 a 
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ket, A most important change has been the an alae calamari tk tals 
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general level of which, at this writing, is 8. Amer. Tel. & Tel. (c) 5s, 1946 ............. tae 08% 5.58 4.80 
4%4-5%. This change is natural in view 4. Philadelphia Co, (c) 6s, 1944 ep eees 941, 6.55 4.15 
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As pointed out elsewhere in these columns, ua. x. ¥.. Chic. & St. Louis (a) Deb. 4s, 1931. . $1 6.8 2.35 
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unprecedented total of over 1-billion dol- 1, Wilson & Co. (a) Ist 6s, 1941.. camas 93%, 6.60 2.10 
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balanced. The whole market, moving as 1, Western Maryland (a) Ist Mtg. 4s, 1952 ........ 60 7.25 7 
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left. Most of the middle-grade and specu- | (4) Lowest denomination, $50 
lative issues, however, are still selling out. xThis issue was created on May 1, 1921. : | 
of line. and quite probably the best op- ont ae which represents the entire funded debt of the company, was created on | 
portunities for profit exist in that depart- *Number of times over interest on these bonds was earned. 
ment of the bond market. for the time Earnings are not reported separately. 
bei 1 tThis represents number of times interest on the companies’ entire outstanding funded debt 

ing at (Con ’ ; 42) , was earned. based on actual earnings of last five years. 
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Four Valuations of Reading Common 










Under Either a Favorable or Unfavotable Supreme Court Decision—Coal Distribution Question 
to Be Settled Soon—Value of Railroad Property 


N view of the fact that the controversy 
between the Reading preferred and 
common stockholders bids fair to be 
settled in the course of a few months, 
it seems pertinent to review the entire 
situation at the present time, with the idea 
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of determining the value of Reading com- 
mon under either a favorable or unfavor- 
able decision by the Supreme Court, and 
to ascertain the possibilities for specula- 
tion in this security at its current selling 
price. It is not the intention of the writer 
to make any prognostications as to what 
the court may decide, but merely to pre- 
sent both sides of the picture. Our first 
step will therefore be to determine the 
value of the coal properties which are to 
be segregated from the Reading Co. 


Asset Value of Coal Properties 


The Reading Co. owns all of the capital 
stock of the Philadelphia & Reading Coal 
& Iron Co., which company in turn con- 
trols the Delaware Coal Co. Reading 
carries this investment on its books at 
$77,300,000. Of this amount, $69,357,000 
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represents advances to the coal company, 
and $8,000,000 its entire outstanding cap- 
ital stock. The balance sheet of the Phil- 
adelphia & Reading Coal & Iron Co. as 
of December 31, 1920, showed net assets 
of $76,000,000, after deducting the amount 
owed to the Reading Co. 

Since the segregation plan calls for a 
payment of $35,000,000 from the coal! com- 
pany, $25,000,000 in first mortgage 4% 
bonds, and $10,000,000 in quick assets, the 
$69,357,000 debt of the Coal & Iron Co 
will be released for about 50% of its value. 
The net result of this plan will be to in- 
crease the asset value of the proposed 
issue of 1,400,000 shares of capital stock 
of the new coal company by $34,300,000, 
bringing the total asset value to $110.300,- 
000, or the equivalent of $79 per share of 
stoc’:. The company is rich in its de- 
p its of unmined coal, latest estimates 
placing the figure at over two billion tons 


Earning Power 


Of far greater importance in determin- 
ing the value of the new coal company 
stock is an estimate of the company’s nor- 
mal earning power. For the three years 
ended December 31, 1920, Philadelphia & 
Reading Coal & Iron earned on an aver- 
age of $5,100,000 net, before interest 
charges and taxes. The new issue of first 
mortgage bonds would require $1,000,000 
per annum, leaving a balance of $4,100,000 
available for the 1,400,000 shares of cap- 
ital stock, or the equivalent of about $3 
a share. If 1920 earnings alone were 
taken, the balance would have amounted 
to $470 a share. Philadelphia & Reading 
Coal & Iron Co. could easily maintain a 
$2 dividend per annum, and on the basis 
of the 1920 earnings, a $3 dividend could 
be paid. All in all, taking into considera- 
tion the potential earning power of the 
company and the vast resources owned, 
$35 a share seems to be a very conserva- 
tive estimate of the capital stock. 


Plan I 


Assuming the new coal company stock 
is to be divided equally among Reading 
preferred and common stockholders, each 
share of common would contain $17.50 of 





coal property value, less a $2 assessment 
per share, or a net value of $15.50 per 
share. 

Plan Il 


On the other hand, if the decision of 
the Supreme Court were to be in favor of 
the common stockholders, the net value 
of the coal properties would be equivalent 
to $31 a share of Reading common. 

We thus see what proportion of the 
present selling price of Reading common 
represents the value of the coal rights 
under Plan I, and what value is repre- 
sented by Plan II. Let us now ascertain 
the value of Reading common minus the 
coal properties. 


Philadelphia & Reading Railway 


The Philadelphia & Reading Railway is 
controlled by the Reading Co. through 
ownership of its entire outstanding capital 
stock. The proposed segregation plan 
contemplates the consolidation of these 
two companies. In determining the fu- 








READING INCOME ACCOUNT, 
(C00 Omitted) 











Net Earnings after Taxes. . $19,634 
Rent of Leased Lines..... $3.489 

Total Interest Charges.... 6,081 

Total Fixed Charges...... 9,570 
re $10,064 
*Other Income .......... 2,250 
Pt PE, ccencnecesves $12,314 
Preferred Dividends ....... 2,800 
Bal, Available for Common. $9,514 
Amount Per Share........ $6.80 


*Other income includes interest on Ist 
mtg. bonds of new coal company, and an 
estimated return of 6% on the cash re- 
ceived from coal company and stockholders, 
Also includes a 6% return on the money 
received from the sale of Central R, R, 
of N. J. stock, explanation of which will 
be found on the next page. 




















ture earning power of the Reading Co., 
all inter-corporate accounts must there- 
fore be eliminated. For instance, the 
Reading Co. owns the entire issue of Pur- 
chase Money Mortgage bonds of the Phil- 
adelphia & Reading Co., $20,000,000, on 
which it receives the $1,200,000 of inter- 
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Value of New Reading Com- 


mon on a $4 dividend basis 57.00 mon on a $5 dividend basis 68.00 
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est paid by the subsidiary company. Again, 
Reading Co. owns all the equipment used 
by the railway company. The latter com- 
pany pays for the use of this equipment. 
Both of these items may be eliminated in 
estimating future earning power, as it 
would simply be a question of deducting 
the amount in one place and adding it in 
another, if these items were included. The 
combined earning power and charges of 
the new company, based on the period of 
Government Guarantee (June 30, 1915, to 
June 30, 1917 inclusive) would be as in- 
dicated by the income account on the 
previous page. 


Central R. R. of N. J. 


The Reading Co. owns $14,500,000, or 
about 52% of the total stock of the Cen- 
tral R. R. of N. J. The annual dividend 
on this stock is 12%, amounting to $1,740,- 
000 per annum for Reading. Against this 
stock the Reading Co. issued $23,000,000 
of Reading-Jersey Central Collateral Trust 
Gold 4s, the annual interest on which is 
$920,000. Thus, through the ownership 
of this stock, Reading has been making a 
net profit of $820,000 per annum. The 
government has decreed that Reading must 
part with this stock. Assuming that the 
stock was sold at the current market price 
of $184 per share, the tompany would re- 
ceive $26,580,000. The next step would 
be for Reading to exercise the callable 
feature of the Collateral Trust bonds out- 
standing (bonds are callable at 105), as 
a result of the sale of the collateral behind 
these bonds. This would cost the com- 
pany $24,150,000, leaving a net profit on 
the transaction of $2,430,000. An income 
of 6% per annum on this additional cap- 
ital has been figured in the above in- 
come account. 

It will thus be seen that the new Read- 
ing Co. should have an earning power of 
close to $7 a share on its common stock 
under normal operations. At present this 
class of stock pays $4 per annum. For 
the year 1921, which was not a very fa- 
vorable one for the railroads, especially 
the coal roads, Reading, on the basis of 
the above charges and other income, would 
have earned a balance of about $2.50 a 
share on the common stock. With a re- 
turn to normal operations, and the segre- 
gation plan an accomplished fact, the 
writer believes that Reading will be able 
to earn its $4 annual dividend substan- 
tially over, in fact, will probably be able 
to pay $5 per annum without any difficulty. 


Valuation of New Reading Co. 


On a $ dividend basis, at the present 
level of high grade railroad investment 
stocks, Reading is entitled to sell around 
$57 a share, and on a $5 dividend 
basis the stock should sell around 
$68 a share, or as a railway proposition 
alone, within 6 points of where it is sell- 
ing now with the coal rights included. 

The table on page 390 shows the vari- 
ous possible valuations for Reading com- 
mon, as indicated by the above calcula- 
tions. 

Conclusion 


The excellent speculative possibilities in 
Reading common at the present price of 
$74 a share can be seen at a glance from 
the accompanying valuation table. 

It will be noted that the lowest possible 
valuation is almost equal to the present 
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selling price of the stock, and that there 
is a possibility of enhancement in value of 
anywhere from $11 to $27 a share. 

The market for railroad securities has 
been decidedly irregular and reactionary 


for the past couple of months, but Read- 
ing has held firm to its present price, and 
in the opinion of the writer is in an ex 
cellent position to respond to more favor 
able market conditions 





Why Pennsylvania R. R. Adopted 
Regional System 


President Rea Explains Objects—One Purpose to Improve 
Services to Shippers in and About “Pittsburgh Gate- 
way”’—Chief Aim to Restore Efficiency 


N a letter dealing with the regional 
system of operating the Pennsylvania 
Railroad lines, Samuel Rea, Presi- 

dent of the Company, points out that ex- 
perience with it has been sufficient to 
prove its success from the standpoint of 
the traveling and shipping public and the 
Company’s stockholders and employes. 

“The Regional System,” says Mr. Rea, 
“for the operation of the Pennsylvania 
Railroad was adopted after very careful 
consideration upon the return of the rail- 
roads from Federal Control 

“One of the prime objects in adopting 
the new system of operation was to facili- 
tate the movement of traffic in, about and 
through what is known as the Pittsburgh 
Gateway, and also to better serve the 
shippers in that territory. Prior to the 
adoption of the Regional System, our 
Lines were split at Pittsburgh in their 
operation, and shippers in that territory 
were required to consult with two sets of 
officers for shipments on the same rail- 
road, resulting in many complaints of in- 
convenience and delays. 

“Another object sought was to decen- 
tralize and to operate the System as a 
whole, but having responsible officers 
located at different important centres so 
as to promptly respond to calls from the 
public and render more efficient service. 

“But above all, the Regional System 
was essential to restore effectiveness of 


labor and reduce the wastes that had 
crept into railroad operation during the 
war, and to revive clearly in the minds 
of all officers and employes that they were 
responsible to the public at large and not 
to a system of bureaus at Washington or 
elsewhere. 

“Realizing that the problems of labor, 
transportation and efficiency could not be 
dealt with from a central office, and to get 
into immediate contact with the public 
and the employes in whose interests this 
reformation had to be effected, we utilized 
experienced officers, theretofore concen- 
trated at either Philadelphia or Pitts- 
burgh, and placed them in the Regions. 

“This is most essential from the stand- 
point of the shipper and traveling public 
when you consider that the property of 
the Pennsylvania System devoted to pub- 
lic use represents about one-tenth of the 
entire railroad property of the country. It 
operates in the most densely populated 
sections. We felt that it was incumbent 
upon the Company to adapt itself to the 
changing conditions of business and to 
meet in every proper way the demand for 
prompt and efficient service. 

“To accomplish this we adopted the 
regional organization, at which time, on 
February 11, 1920, the President of the 
Company issued a public statement fullv 
explaining the reasons for the change, but 

(Continued on page 439.) 
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Speculative Opportunities in Railroad Stocks 


New Conditions Affecting Railroad Values—An Attempt to Estimate Future Earning Power— 


HE purpose of this article is to dis- 

cuss a number of railroad issues 

which have good speculative possi- 
bilities, i. e., which under favorable condi- 
tions may increase substantially in market 
price. Our attention must therefore be 
confined to the low-priced issues, because 
—as is well known—they are subject to 
much wider fluctuations proportionately 
than the standard shares. To use a ready 
example, it would be by no means impos- 
sible for M. K. & T. new common to ad- 
vance from 8 to 16 in a good rail market; 
but a corresponding doubling in the price 
of Union Pacific (from 120 to 240) is 
practically out of the question. In con- 
nection with the issues treated, we must 
inquire, first, “What are the factors which 
will contribute most directly to an in- 
crease in value?,”’ and second, “What are 
the prospects of these factors being real- 
ized in the near future?” 

But in order to judge intelligently of 
the position of the individual companies, 
it is essential that the reader have some 
idea of the very extraordinary present 
status of the railroads as a whole. The 
developments of the past few years have 
injected into the country’s transportation 
system a new speculative feature of the 
greatest importance. For, in determining 
the prosperity of any one road the empha- 
sis has been transferred from capitaliza- 
tion (a fixed element) to operating costs 
(a distinctly variable element). The test 
of strength has come to lie in a highly un- 
certain factor, and hence the status of the 
carriers as a class has grown essentially 
speculative. 

Theoretical as all this may sound, it has 
so vital a bearing upon the future of the 
low-priced rails that some elaboration of 
the idea is necessary. Some two years 
ago, John E. Oldham. once vice-president 
of the Investment Bankers Association, 
published a treatise entitled “A Compre- 
hensive Plan for Railroad Consolidations,” 
which included a study of the position of 
railway credit before Federal control. It 
was here pointed out that the distinction 


Detailed Discussion of Six Issues 


By BENJAMIN GRAHAM 


lay chiefly in their relative interest 
chafges. In character of traffic, rates, and 
operating costs the two groups of carriers 
showed very similar results. By taking 
the so-called Test Period as a basis (July 
1, 1914, to June 30, 1917), it appeared that 
while in the case of the strong roads only 
11.5% of gross receipts were required for 
interest and other charges, the correspond- 
ing figure for the weak roads was almost 
double, or 22.2%. This latter amount rep- 
resented nearly four-fifths of the net earn- 
ings of these systems, so that the small 
margin remaining was not sufficient to per- 
mit dividends on the stocks, or even to 
assure the safety of the bonds. 

Hence the poor credit of. second-grade 
roads was found to arise primarily from 
over-capitalization, in particular, from too 
large a proportion of bonded debt to gross 
revenues. But the enormous expansion of 
both receipts and expenses in recent years 
has greatly reduced the relative impor- 
tance of the fixed charges. For, in 1920 
interest requirements consumed only 7.7% 
of revenues, as against 11.7% four years 
previously. Given a norma! operating 
ratio, any road would now have no dif- 
ficulty in meeting its interest charges, and 
almost all would be earning substantial 
amounts on their stocks. 


Operating Costs Now the Ruling Factor 


The primary requisite of a prosperous 
railroad is therefore no longer conserva- 
tive capitalization, but rather operating 
economy. The extraordinary variations in 
the operating ratio since 1917 stand out 
most prominently when contrasted with its 
stability in previous years. (By operating 
ratio is meant the percentage of gross 
revenues consumed by all working ex- 
penses other than taxes). From 1908 to 
1917 this ratio was never more than 73% 
or less than 65'4%; in five years the fig- 
ure stood between 70% and 71%. But in 
1918 it jumped to 81.4%, in 1919 to 85.1%, 


and in 1920 it reached the incredible figure 
of 94.5%. 


In that year, after making fur- 
ther deductions for taxes and equipment 


mained for interest and other charges— 
to say nothing of dividends. In 1921, how- 
ever, another wide swing was registered in 
the opposite direction, the operating ratio 
having been reduced probably to about 
84%. 

The effect of such fluctuations upon the 
exhibit of any individual road is nothing 
short of magical. Take Rock Island as 
an example. A reduction of 10% in its 
operating ratio would mean an annual 
saving of about $14,000,000 (based on 1920 
gross), equivalent to over $18 per share 
of common stock. Hence with revenues 
on their present scale, even a moderate 
change in the rate of expenses will pro- 
foundly affect the position of railroad 
stocks. 

Given this kaleidoscopic background of 
the railroad situation, how shall we go 
about judging the position of the various 
low-priced shares? The difficulty lies evi 
dently in finding some definite basis for an 
estimate of future earning power. The 
results of the pre-control days are cer- 
tainly. too remote to be of much help un- 
der the present greatly changed conditions 
On the other hand, the exhibit of the last 
four years have been so dominated by the 
distorting effects of Government operation 
as to make it a very questionable guide to 
future performance. The 1921 figures, of 
course, deserve careful attention; but in 
the present state of flux they can hardly 
be accepted as conclusive. 

The facts at hand being thus insufficient 
for our needs, we are driven to supple 
ment them with an admixture of theory 
The future earning power of the carriers 
must be estimated—“guessed at” is proba- 
bly the more accurate term—in accordance 
with some arbitrary principles. The two 
uncertain elements involved are the gross 
receipts and the operating costs—the for- 
mer depending on both volume and rates. 
the latter on wages and material prices. 

In preparing the appended tabulation of 
expected normal earning power, the total 
revenues have been taken at 80% of the 
1920 figures, while the net earnings, after 








hetween the strong and the weak systems rentals, only 1% of the total receipts re- taxes, are assumed to equal 20% of the 
TABLE I. 
SIX SELECTED LOW-PRICED RAILROAD ISSUES 
ESTIMATED FUTURE EARNING POWER | 
Interest and % 
Other Balance Earned on | 
Estimated Balance Equipment Deductions Preferred for Per Present Present | 
Road Gross After Taxes Rentals, ete. (Net) Dividends Common Share Price Price | 
Revenues (20% of Gross) (Net) (Est.) (1920 figures) 
St. Louis Southwestern... $24,800,000 $4,960,000 _—_............. $2,140,000 $1,000,000 $1,820,000 $11.03 21 52.4% | 
Pere Marquette gunenaeces 82,300,000 6,460,000 $1,500,000 2,097,000 1,072,000 1,791,000 3.98 20 19.4, 
Beek Teland ....scccccces 113,000,000 22,600,000 3,500,000 10,502, 3,640,000 4,948,000 6.65 31 21.4% | 
Chic, & East. Ill 24,720,000 4,944,000 6,300,000 2,327,000 1,823,000 1,594,000 6.60 144, 45.5% 
Balance for | 
Preferred 
aa 58,400,000 11,680,000 1,400,000 7,798,000 $2,498,000 Siw‘. *10.17 ae *40,0% | 
Pfd.24 | 
Toledo, St. Louis & West'n 9,400,000 1,880,000 500,000 463,000 wee +9.17 Com.14 § t24.2%%, 
*Per share of Preferred. tPer unit of one share Preferred and one share Common. | 
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gross. Neither of these percentages can 
be justified on mathematical grounds, but 
they represent the writer’s best judgment 
on a very uncertain subject. The estimate 
oi revenues is equivalent to a decline of 
about 12% from the 1921 totals, and at 
the same time operating costs are expected 
to be reduced far more radically. 

Aiter a careful study of the entire low- 
priced railroad lists, six issues have been 
selected as appearing to have the best spec- 
ulative possibilities. The position of these 
companies is analyzed in Table I on the 
basis of theoretical future earning power, 
and in Table II on the basis of the actual 
operating results of the year ended No- 
vember 30, 1921. In both cases the net 
fixed charges are taken from the 1920 re- 
ports, and hence are likely to be somewhat 
understated. The six issues chosen will 
now be discussed in the order of prefer- 
ence. 

1. Sr. Louis SoutTHwestern.—This 
common stock makes by far the best sta- 
tistical exhibit in the entire railroad list. 
Its actual earnings for the past year were 
no less than $9.50 per share, or about 45% 
of the present price. The estimated future 
earnings are even larger, and, if realized, 
would exceed 50% of the current quota- 
tion of 21. 

This road also made an excellent show- 
ing in 1920, having earned $8.75 per share 
without reference to the Federal Guaranty. 
The latter result is the more noteworthy 
when it is considered that the company 
had expended over 40% of its revenues for 
maintenance. In the first ten months of 
1921 this percentage was reduced to 35%, 
the saving in upkeep going to offset a loss 
of 20% in gross receipts. While the cur- 
rent maintenance figures are therefore a 
little low, it can hardly be asserted that 
the property is being skimped. 

Those who remember the “Cotton Belt” 
as a struggling little system, its general 
reputation perhaps not of the best, may 
wonder at the reason for its sudden rise 
to prosperity. The primary factor has 
been an extraordinary growth in revenue, 
which expanded from $10,627,000 in 1915 
to $31,020,000 in 1920—practically three- 
fold. (In the same period the receipts of 
all the lines were a little more than dou- 
bled.) By far the greater part of this in- 
crease is due to heavier traffic, the higher 
rates having played a minor role. 

The chief question in regard to St. 
Louis Southwestern is therefore whether 
it can retain the greater part of its in- 
creased business. Added point is given 
to this query by the fact that the decline 
in its gross last year has already been 
more substantial than the average. Yet, 
even allowing for a greater shrinkage in 
future traffic than is provided for in our 
tabular estimate, the Cotton Belt should 
still possess sufficient earning power to 
justify a higher price than 21 for its com- 
mon stock. 

2. Mrssourt, Kansas & Texas New 
PREFERRED.—The prospects of the reor- 
ganized Katy were discussed ir detail by 
the writer in a recent issue of THe Maca- 
ZINE OF Watt Street. While its very low 
price makes the new common decidedly 
attractive as a pure speculation, the 7% 
preferred has, of course, far more intrinsic 
merit. Its theoretical earning power is 
given in Table I as $10 per share, while 
the actual earnings last year were equiva- 
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lent to about $7.90 per share. The recent 
exhibit would have been still better, were 
it not for the abnormal maintenance ex- 
penditures that always accompany a re- 
ceivership. 

Under ordinary circumstances a railroad 
common stock selling at 8 would seem to 
have better speculative possibilities than a 
preferred issue at 25%. But M. K. & T. 
new preferred has three special points in 
its favor. The first is its 7% rate—as 
against 4% to 6% for most other railroad 
preferred stocks. This no doubt gives the 
preferred shares a claim on all the earn- 
ings that will be distributable for many 
years. Secondly, this issue will ultimately 
be cumulative, a feature which will greatly 
strengthen its position. And finally, there 
will be only one-third as many preferred 
as common shares, so that the entire senior 
issue is now selling in the market for no 
more than the entire junior issue. Because 


10% reduction in holdings provided by the 
pending settlement, and also for a proba- 
ble slight increase in fixed charges because 
of the cash payment to be made by the 
road. Nevertheless, the exhibit—both 
actual and potential—is extremely favor- 
able, and would seem to justify substan- 
tially higher prices for both issues after 
the receivership is finally lifted. 

4. Pere MArguette—This road was 
reorganized in 1917 with a greatly re- 
duced bonded debt, and its record of earn- 
ings since then has been much better than 
the average. In 1919 it actually returned 
more than $9 per share on the common. It 
will be seen that the income available for 
dividends last year (Table II) was some- 
what larger than our estimate of future 
earnings (Table 1). The strong current 
exhibit is in some measure due to a re- 
duction of maintenance charges to but 
33.2% of gross—a figure which looks in- 





of these considerations, the writer believes sufficient. The small sums expended on 
TABLE I. 
EARNINGS FOR THE YEAR ENDED NOV. 30, 19217 
Balance for % of 
Gross Net after Maintenance Common Per Market 
Road Revenues Rents Ratio Stock Share Price 
St. Louis Southwestern.... $25,604,000 $4,660,000 35.0% $1,520,000 $9.50 45.2% 
| Pere Marquette ......... 38,619,000 5, 225.000 33.2% 2,056,000 4,56 22.8% 
Rock Island .........++++ 141,048,000 15,810,000 35.5% 1,668,000 2.25 7.2% 
Chic. & East Ill. .......- 28,171,000 2,447,000 42.8% Deficit ose 0 «genes 
1 BE, Ee. Bovccccccccscecess 65,035,000 9,629,000 87.0% %1,936,000 °7.90 *81.0% 
| Toledo, S. L. & Western. 9,729,000 1,558,000 36.7% 1,095,000 $10.95 $28.8% 
tSee Text for Source of Figures. ‘*Preferred Stocks. ¢Per Unit of one share Preferred and 
one share Common, 














that Katy preferred, in addition to repre- 
senting a more conservative commitment, 
is likely to double in price almost as soon 
as the common. 

3. Torevo, Str. Lovis & WESTERN 
(Crover Lear).—As this article is written, 
the final details are being wound up of a 
protracted litigation, which has kept the 
property under the cloud of receivership 
for many years. The matter under dispute 
was the validity of $11,527,000 collateral 
trust 4% bonds, issued to acquire Chicago 
& Alton stock. Under the settlement re- 
cently arranged, all of these bonds are to 
be cancelled, in return for a cash payment 
of $1,130,000 and various amounts of Alton 
and Clover Leaf stocks. To provide these 
securities the stockholders of the Toledo, 
St. Louis & Western will be required to 
contribute 10% of their holdings, against 
which they will receive scrip. 

The elimination of these collateral trust 
bonds will cut the Clover Leaf’s interest 
charges almost in two. Taken in conjunc- 
tion with the recent excellent showing of 
the road, this development will result in 
a very substantial earning power for the 
stock. At present prices both the pre- 
ferred and common issues offer separate 
advantages, and in buying into this situa- 
tion it would probably be wise to acquire 
equal amounts of the two classes. A com- 
bination of one share each of common and 
preferred (4% non-cumulative) wil! cost 
only $38, and will give the investor a fixed 
interest in future earnings estimated at 
over $9, regardless of how they are ulti- 
mately divided between the two issues, 
The actual earnings the first year appear 
to have been nearly $11 on such a com- 
biriation. 

Special allowance must be made for the 


upkeep in 1921 may be explained as a re- 
action from the overliberal policy of the 
year before. 

There are two classes of 5% cumulative 
preferred stock ahead of the common. On 
the prior issue dividends have been paid 
regularly from the start. A dividend of 
10% has just been paid on the second pre- 
ferred, leaving 5% additional stil] accumu- 
lated up to January 1, 1922. If the road 
is able to continue its present showing, it 
should have no difficulty bringing its pre- 
ferred payments up to date in a short time, 
after which the common may be in line 
for a smal] disbursement. 

5. Rock Istanp—The chairman of the 
Board recently announced that Rock Island 
closed 1921 with about $3 per share carned 
on the common. The figures for the 
twelve months ended November 30 show 
only $2.25 earned on the junior shares 
These are based on the I. C. C. reports 
for gross and net, using the 1920 items of 
interest and other charges and credits. It 
should be pointed out in connection with 
all these figures that the totals of the 
monthly statements are often subject to 
rather substantial adjustments in the com- 
plete annual reports. 

While Table II shows only 7% actually 
earned on the present market price, Chair- 
man Hayden’s estimate is equivalent to 
nearly 10%. Furthermore, our estimate 
of future earnings is over $6.50 per share. 
Rock Island serves a rapidly growing ter- 
ritory, as is shown by the fact that its 
gross receipts were maintained in 1921 at 
very close to the 1920 record figure. The 
preferred dividends have been paid regu- 
larly from the outset, but the company 
suffers from the lack of an adequate medi- 
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MINNEAPOLIS & ST. LOUIS 
Too Speculative 


A few words from you as to the possibilities 
of an advance in the stock of Minneapolis & 
St. Lowis would be appreciated. Would you 
advise its sale and the purchase of anything 
else in its place?—P. A, L., San Francisco, Cal. 

As Minneapolis & St. Louis has been 
showing deficits, apparently the company 
has been quite unable on its present cap- 
italization to show any earnings whatever 
available for its common and preferred 
stocks. Apparently the reorganization of 
this company was not sufficiently drastic 
and it may be a long while before the 
company gets on its feet. Of course, the 
depression in industry has seriously af- 
fected the earnings of this road and with 
business improving the company has every 
reasonable chance of doing better. How- 
ever, the stock is extremely speculative and 
with deficits reported during the past three 
years, we can hardly express any enthusi- 
asm even though the stock is selling low. 
It is hardly the kind of speculation or in- 
vestment that we would recommend and if 
you hold the stock we believe that a switch 
into American Ship & Commerce selling 
around the same price, which stock, how- 
ever, is also speculative, would ultimately 
benefit you. This latter company should 
come back rapidly with the shipping in- 
dustry improved and on a basis of values 
we believe that it is a better bargain at 
these low prices. 


LAKE ERIE & WESTERN 
Fair Speculative Possibilities 


As the holder of 100 shares of Lake Erie & 
Western common and preferred I am interested 
to know your opinion of these securities?’ —P., I., 
Sicux Falls, S. Dak. 


Lake Erie & Western for the year end- 
ed December 31, 1920, earned $3.29 per 
share on the preferred stock and in 1919 
$4.28. The balance sheet shows it to be in 
reasonably good financial condition. For 
the eight months ended August 31, 1921, 
net operating income was $818,000. These 
stocks are highly speculative but should 
general conditions favor the railroad, and 
we are inclined to the opinion that they 
will, we should say that these stocks have 
fair possibilities of advancing from pres- 
ent levels. 


ST. PAUL CONV. 414s 
Not Advisable to Switch 


I have a $1,000 Chicago, Milwaukee & St. 
Paul conv. 44%, due 1932. Would you admse 
switching into some other security, or what would 
you suggest? 

We would not accept any large loss in 
St. Paul convertible 414s, as these bonds 
have declined radically and in spite of the 
poor showing of this road, we believe the 
liquidation in these bonds has gone far 
enough to discount rumors and any pos- 
sible adverse action. Even in the event of 
a reorganization, which, however, we can- 
mot predict at this writing, we believe that 
holders of these bonds would fare well. 
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We believe that you would make up your 
loss by holding your bonds just about as 
well as switching into some other issue 
selling at a low price. 





THREE MIDDLE-GRADE BONDS 
A Business Man’s Investment 


In my list of berds I have the following issues 
which am rather doubtful about keeping: St. 
Louis & Southwestern Terminal Ss. 1952; Rock 
Island, Arkansas & Louisiana 1st 4%s and St. 
Louis & San Francisco prior lien Ss. Do you 
think there is too much risk involved in holding 
these?—J. E. G., Boston, Mass. 

Both St. Louis and Southwestern Ter- 
minal 5s and St. Louis & San Francisco 
prior lien 5s are very high up in the mid- 
die grade group while Rock Island, Arkan- 
sas & Louisiana Ist 4%s are also very 
well thought of although not a high grade 
bond. All three are investments for the 
average business man and we believe the 


advance in them will probably proceed 
somewhat further. In our judgment you 
could safely hold these bonds for still 


higher prices. 


CENTRAL PACIFIC EUROPEAN 
LOAN 4s 


R. R. Bonds in Francs 


I have recently made an investment in $70.000 
Central Pacific European 4s, 1946, and $80,000 
Chicago, Milwaukee & St. Paul European 4s, 
1925. Any comment you may wish to make on 
this investment will be received with interest.— 
A. G. C., Chicage, Til. 

Central Pacific European Loan 4s due 
March 1, 1946, were originally all payable 
in francs, but about half of the $48,262,523 
issue was reacquired and reissued in United 
States gold. We presume, however, that 
you have the bonds that are payable in 
francs. This is a gilt-edge security as far 
as payment of interest and principal is 
concerned. Of course, if you hold the 
franc bond, what you will ultimately re- 
ceive will depend on French exchange. 
Recent developments in the foreign situa- 
tion, however, have been favorable towards 
exchange and it is good opinion that the 
French exchange is not likely to go very 
much lower. 

Chicago, Milwaukee & St. Paul 4s due 
1925 (European Loan) are a more specu- 
lative bond. St. Paul has been reporting 
rather poor earnings this year, but recently 
there has been signs of improvement and 
in our opinion St. Paul will come through 
all right. Regard these bonds as having 
good speculative possibilities at present 
levels 


ANN ARBOR ISSUES 
Long-Pull Possibilities 


I held 29 shares of common and 40 shares of 
preferred stock of the Ann Arbor Railroad. What 
are the brospects of it going higher? What is 
she actual value behind w?—R, F. B., Sunbury, 

a. 


Ann Arbor for the year 1920 reported a 
surplus of $306,250 after fixed charges. 
Earnings this year have not been very 
good, however, net operating income for 









the eight months ended August 31 being 
only $167,000. The value behind the com- 
mon and preferred stock really depends 
on what earning power the road will be 
able to show from now on. In July, 1921, 
the Interstate Commerce Commission an- 
nounced the tentative valuation of this 
road at $11,127,277, this valuation being 
as of June 20, 1915. Capitalization con- 
sists of $7,566,400 funded debt and $4,000,- 
000 5% preferred, $3,250,000 common 
This valuation would give a good value 
to the preferred stock, but as no one is 
planning to take over this road, the earn- 
ing power is what is going to count. A 
careful examination of all the figures 
available in regard to this road brings us 
to the conclusion that common and pre- 
ferred stock have fairly attractive long- 
pull possibilities, a good deal depending 
on how the general railroad situation 
works out. 


NORFOLK SOUTHERN 5s 
A Speculative Issue 


I hold some Norfolk Southern 1st and refund- 
mg Ss. for which I paid 96% and some Chicago 
Railwav Serics “A” bonds. which cost me the 
same price. These bonds have kept going down 
ever since I bought them, although recently they 
have acted somewhat better. Woula appreciate 
your advising me what would be best to do 
whether to hold or switch into some other se- 
curity? Am particularly interested in the Nor- 
a Southern bonds.—H. P. A., Charleston, W 

a. 

There is apparently considerable mys- 
tery as to the situation of Norfolk South- 
ern and although it was announced last 
year that interests identified with Ameri- 
can Tobacco Co. were taking over the 
road, it was announced this year that these 
interests have not exercised their option 
on Norfolk-Southern stock, which expired 
May 27th. Last year the company showed 
operating receipts of a little over $6,500,- 
000 but expenses and taxes consumed all 
this and a deficit of a little over $500,000 
was shown. The road, however, received 
Government compensation which enabled 
it to pay its interest charges. The Gov 
ernment guaranteed this road during the 
Federal period of control and were it not 
for the rentals and payments made by the 
Government it is difficult to say where 
the road would have been by now. It 
may be, however, that the present low 
price of these bonds discounts the un- 
favorable features and you will have ob- 
served that these bonds rallied from a 
low of 39 to around 51%. We would, 
however, watch their market action care- 
fully, but would suggest holding for a 
while as apparently the worst has been 
seen. 

There are very few bonds about 50 that 
we would care to advise switching into. 
Chicago Railways are secured by a first 
mortgage on property valued at $92,000,- 
000, against which there is around $60,- 
000,000 first mortgage 5s secured by a 
first mortgage. Interest has usually been 
earned by a fairly good margin. We 
would suggest holding this bond. 
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Readers’ Round Table 


Municipal Financing 


Editor, THE MaGazIne oF WALL STREET. 

Sir:—I was very much interested in 
your article on the Trend of Municipal 
Financing in the January 7 issue of THE 
MaGAZzINE oF WALL Street. In this arti- 
cle the following statement is made: “Un- 
til the rate of tax-exempt bond offerings 
is checked by compulsory action .. . 
it is altogether probable that the momen- 
tum of such offerings will be greatly in- 
creased.” By the word “rate,” I presume 
the writer meant “volume.” 

I have been particularly interested in the 
municipal bond situation for a long period, 
and while to some it may not seem alto- 
gether advisable, the bulk of my worldly 
possessions consists of municipal bonds of 
many different types. Therefore anything 
pertaining to municipal bonds is likely to 
be of very great interest to me. In this 
connection I should like to see your MaGa- 
ZINE contain in each issue at least a few 
pertinent remarks on the subject. 

My main point in writing this letter, 
however, is to inquire as to the effect that 
the huge volume of municipal and state 
issues, now in evidence, is likely to have 
on the general investment situation. 


That amount he can save by investing his 
funds in tax-exempt issues. Thus the net 
return in the case of taxable issues might 
average only 3 or 34% where a very 
large investor is concerned, but if he in- 
vested his funds in municipals he would 
be getting a full 4% or 434% return. 
Obviously the tax-exempt bond holds out 
great attractions for this class of investor. 
It is for this reason that municipal bonds 
may properly be said to come into com- 
petition with taxable issues.—EbiTor. 


Unfair Financial Practices 


Editor, THe MaGazine or WALL STREET. 

Sir:—I have noted from time to time 
in your columns an air of desiring to pro- 
tect the interests of investors, or at least 
suggesting to them methods of protecting 
their own interests, but I fail to see that 
you perform what is your inherent func- 
tion of taking an editorial policy on some 
very important subjects. One subject, in 
particular, which I have in mind is the 
over-capitalization of new companies from 
which many investors have suffered. It 
seems to me that there should be a law 
forbidding any new incorporation from 








the amount of those issues is greatly in 
excess of the value of the company’s as- 
sets. At a time like this the interests of 
the old stockholders should be protected. 
The exchange of their old stock for the 
stock of their new company should be on 
a basis not to impair the value of the 
original holdings. 

Too many companies in the past have 
resorted to excessive flotation of stock 
issues, popularly known as stock-watering, 
and investors have suffered. The merging 
of business interests may be a very fine 
thing for the public at large when such 
mergers are effected on a legitimate basis, 
but when the innate impulse of the pro- 
moters is to manipulate these stocks to a 
high market value, then unload them on 
unsuspecting investors, finally allowing 
the latter to “hold the bag,” we regard 
this as an unconscionable and essentially 
dishonest undertaking. 

No fault need be found with this MaGca- 
ZINE on this point. Our columns are wide 
open to protesting investors, and with all 
the power at our command we shall en- 
deavor to build up public opinion against 
unfair financial practices until they are 
done away with.—FEpiTor 


Busi Conditions in Northern 





The writer of the article mentioned 
above properly says: “. . . mu- 
nicipals come directly in competi- 
tion with other types of securities 
which are not tax-exempt.” He 
does not say how. I should like to 
know just where the competition | 
lies. I shall be very much obliged 
for an explanation of this matter. | 


S. H. G. 





This question is a very simple one 





The columns of the Magazine of Wall 
Street are always open to its readers. We 
desire to encourage them to express their 
views, whether in agreement with the policies 
of the Magazine or not. This interchange of 
views, we believe, is of great value to the 


publication and to the readers themselves. 


{ Europe 
CurisTIAniA, Norway. 
Editor, THe MaGazine or WALL 
STREET. 

Sir:—The writer has since July 
10 traveled over different portions 
of Denmark, Norway, Sweden and 
Finland, also partially in Russia, 
has carefully studied business con- 
ditions from first-hand, talked with 
all classes of men, from bankers to 
smal] grocers, and all tell the same 











to answer. On the present basis 
most industrial high-grade bonds 
are selling to yield an average of about 
6%; railroad bonds of equal standing are 
yielding about 51%4%. At the same time, 
municipal issues of high grade are being 
offered at a rate of no better than 4%- 
434%. Ostensibly, industrial and railroad 
bonds should be competing with municipal 
bonds, to the advantage of the former 
owing to the better rate of income ob- 
tainable from such issues. Yet the fact 
is that the reverse is true: it is the mu- 
nicipal bond which is competing with the 
industrial and railroad issues, and not the 
contrary. The reason for this is to be 
found wholly in the tax-exempt feature 
of municipal issues. 

Municipal issues are not taxable, but 
industrial and railroad bonds and similar 
issues are taxable, either at the source up 
to a certain figure or through the inves- 
tor’s holdings. To a small investor the 
savings effected by purchasing non-taxable 
issues would be small. The larger in- 
vestor, however, particularly the man or 
woman with an income from bonds run- 
ning into the thousands annually, has more 
at stake. The taxes that he has to pay on 
the income from his securities other than 
municipals amount to a very large figure. 
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capitalizing any but its tangible assets 
This would lead to a situation where in 
return for his investment the buyer of 
stocks would at least be assured that he 
was not buying water, but a definite value. 
Would deeply appreciate your viewpoint 
on this matter—G, F. C. 

The writer of the above letter is un- 
doubtedly referring to the flotations of 
fraudulent or nearly worthless securities 
in the 1919-1920 period. The writer of 
this letter is evidently uninformed as to 
the policies of this Macazine, or he 
would see that practically every issue over 
a period of years has attacked such in- 
iquities of the financial system as evist. 
We have been and always shall be un- 
alterably opposed to the flotation of 
worthless securities and shall continue to 
caution investors on this point. We are 
decidedly in favor of preventative legisla- 
tion, believing that it is better to lock the 
barn before the horse gets out. 

But further than this, we are decidedly 
opposed to the flotation of new issues, 
even by old concerns, particularly at a 
time of consolidation (see Mr. Wyckoff's 
article on Mergers in this issue), when 


tale: there is hardly any business 
in sight and no one knows when condi- 
tions will improve. It is almost a case 
of general stagnation, with thousands of 
people out of work and factories decreas- 
ing production to a minimum in order 
to keep down expenses so as to prevent 
total large losses. 

In Sweden it is found impossible to do 
any business with the surrounding coun- 
tries, with the exception of Russia, due to 
money exchange. The Swedish kroner is 
now worth in American money 23c., the 
Norwegian about 13c., the Danish about 
15 or 16c., the Finnish mark about 1%c., 
while the Russian money cannot be talked 
about at all—about 30,000 roubles is 
worth 2c. However, they have mighty 
good printing presses at Petrograd and 
Moscow which turn out fine-looking cer- 
tificates, and I am mighty sorry I didn’t 
take one with me as a souvenir of my 
trip. For example, the Swedes can buy 
a lot of goods in America fairly reason- 
able and import them, while these other 
countries must pay a tremendous price 
in their money. Naturally, America can- 
not secure in the long run very much 
business; it will turn to Germany, or even 

(Continued on page 427) 
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American Hide & Leather Company 
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A Company on the Up Grade 


American Hide & Leather’s Earnings Improving—Inventory Worth More Than Price to 


MINCE last spring, American Hide & 
Leather has shown steady improve- 
ment, and while the industry as a 

whole is not yet on its feet, the company 
can be considered a little ahead of the in- 
dustry. Certainly, American Hice & 
Leather seems to have weathered the re- 
cent storm in better shape than some of 
its competitors. 

The most striking feature about the 
company at present is that it is actually 
earning money. This is a vivid accom- 
plishment these days when many com- 
panies engaged in the same business are 
barely beginning to get on their feet. 

The first signs of a turn in American 
Hide & Leather’s affairs came last spring, 
when results for the second quarter of 
the year showed a surplus of $251,645 for 
the preferred stock. This was an excel- 
lent showing considering that, in the first 
quarter, the company had shown a deficit 
of $1,210,382. 

In the third quarter the improvement 
was continued and a surplus of $200,880 
was shown. It is estimated that net earn- 
ings for the fourth quarter will be about 
$200,000, so that total earnings for the last 
nine months of the year will amount to 
about $650,000. No surplus, of course, 
will be shown for the year on account of 
the $1,200,000 deficit in the first quarter. 
However, the company is at least fortu- 
nate in that it was able to cut down its 
total deficit for the year by about one-half. 


Inventory Adjustment 


The management was very courageous 
and ultimately efficient in completing its 
inventory adjustment. Drastic measures 
were taken to write-off inventories. A 
loss of $5,500,000 was taken in the last six 
months of 1920, and, as described above, 
another loss of $1,200,000 in the first quar- 
ter of 1921. Inventories have long since 
been written down to bed-rock, and it is 
extremely unlikely that further losses will 
have to be taken. This is clearly indi- 
cated by results for the last nine months 
of 1921, which showed the company to be 
actually operating at a fair profit. 

In fact, American Hide & Leather, if 
it chose, could effect an upward revision 
in inventories, as the price of hides has 
risen considerably since last spring. Dur- 
ing the drop in prices in the latter part 
of 1920, the company was fortunate in that 
it bought no materials. It was as a result 
in a position to enter the market when 
prices hit the bottom. Since that time the 
price level for the company’s products has, 
on the average, advanced 20%, which 
means a corresponding advance in the 
value of its inventories. 
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Which Written Down 


The Rate of Earnings 


In the second quarter of 1921, net earn. 
ings on the 130,000 shares of preferred 
stock amounted to $2.01 a share. In the 
third quarter, earnings amounted to $1.60 
a share. In the fourth quarter they will 
probably amount to about the same. This 
would be at the rate of about $5.20 a 
share for the last nine months of 1921, or 
at an annual rate of about $7 a share. 

The outlook for future earnings, of 
course, depends upon the hide and leather 
markets and on general business condi- 
tions. While the situation in leather is 
still a little spotty and not as firm as 
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might be desired, the company has profited 
from the improvement in the upper leather 
situation. The upper leather situation has 
been greatly improved through the ex- 
haustion of supplies and the company is 








AMERICAN HIDE & LEATHER 
Net Current Assets 
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now in a position to profit from a steady 
market. Demand has shown an increase 
and prices have risen proportionately. 
The shoe situation is a little weak, many 
manufacturers operating at part time. 
However, the tendency, although not too 


connection and the outlook is that the 
company will receive more business from 
this source as time goes on. In any event, 
the company seems spared from the neces- 
sity of further downward revision of its 
inventories and should show a fair profit 
in each succeeding quarter. There are 
even possibilities that good earnings will 
be shown should the leather industry re- 
ceive new impetus from foreign demand. 
The latter has been rather dormant, but 
the outlook is improving. 


Current Assets 


While current assets show a decline of 
about $500,000 since the beginning of 1921, 
they have nevertheless slowly but steadily 
iacreased since the end of the first quarter 
of 1921. At the end of that quarter they 
slood at about $4,411,000, rising to $4,700,- 
000 at the end of the second quarter, and 
to $5,000,000 at the end of the third quar- 
ter. They have presumably increased since 
that time. 

The financial position of the company 
is considerably stronger than a year ago. 
Bank loans have been cut in half. Cash 
position is strong enough to further re- 
duce bank obligations and there is appar- 
ently no need of future financing. 


The Preferred Stock 


There are 119 %% accumulated divi- 
dends on the $13,000,000 7% preferred 
stock. Under existing conditions there is 
practically no possibility of liquidating 
this obligation. While it is hardly likely 
that the regular rate of dividends can be 
resumed until further progress has been 
niade and the business situation clears up 
further, this should not take more than 
a few months. Probably within the year, 
resumption of dividends will come up for 
discussion. 

The present action of the stock, which 
has advanced from a low for 1921 of 42 
to the present price of around 60, would 
seem to indicate that dividend possibilities 
are growing stronger. The stock, even at 
these levels, may be considered a good 
speculative investment. 

The common stock, however, hardly ap- 
pears suitable for investment and has few 
attractions. This issvfe is selling around 
14, but there are other issues at the same 
price with more immediate possibilities. 

It is, of course, true that should the 
preferred stock rise to higher levels this 
would be met by sympathetic response on 
the part of the common stock. Therefore 
speculative possibilities may be said to ex- 
ist in this issue. It is on the intrinsic side, 
however, that this issue cannot be said to 


sharply defined, appears upward in thisbe attractive. 
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American Sugar Refining Company 





Outlook Now Appears Much Brighter 


. Inventory Situation Nearly Cleared Up—Company in Strong Financial Position 


HEN securities with the investment 
W standing that American Sugar Re- 
fining Co. common and preferred 
stocks have held for years decline vio- 
lently, it naturally tends to destroy the 
confidence of investors in stocks of any 











PFD & COM SIOCKS COMBINED 


15 


AMERICAN SUGAR 
tt 


Millions of Dollars 


WET INCOME AVAILABLE FOR DiV5 
DIVIDENDS PAID 














WY e 191112 ‘13 ‘4 15 1% 17 18 19 ‘20 











character and leads to a good deal of loose 
talk about mismanagement, inefficiency and 
insiders profiting at the expense of the 
company. While the losses suffered by 
American Sugar have been very great in- 
deed, the management has at least a good 
excuse for a large part of the losses. 
Fluctuations in sugar during 1920 were 
probably more violent than in any other 
commodity. Prices ranged from 454 cents 
to 24% cents.for duty-paid raw sugar, and 
from 7%4 cents to 27% cents, refiners’ list 
price, for refined sugar. There has never 
been a change in any one year even half 
as great as the 19.87 cents range in 1920. 

When refining companies are operating 
on a rising sugar market their profits are 
always greater, and when operating on a 
falling market profits are nearly always 
less than in a steady market. Even a very 
efficient and far-sighted management would 
have had to take good-sized losses in the 
sugar refining business in the past eighteen 
months. On the other hand, the losses 
registered by American Sugar were far 
greater than they would have had to take 
if they had held strictly to the refining 
business. As of December 31, 1920, the 
company’s inventories had mounted to the 
huge sum of $45,405,155, which was about 
three times as high an inventory as the 
company had ever carried before. There 
was no necessity of the company carrying 
any such inventory to take care of its 
legitimate business, and the management 
undoubtedly deserves a lot of criticism for 
departing from conservative practices. 

Inventories Reduced 

There is good reason for believing that 
the company has taken the greater part 
of its losses and that from now on any 
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losses to be taken will be comparatively 
small, Inventories as of October 29, 1921, 
were only $12,206,238, a reduction of over 
$33,000,000 from December 30, 1920; so 
that if there are any further losses in in- 
ventories they should be unimportant. 
Amounts due on undelivered 1920 contracts 
now total something over $12,000,000. The 
company has had to take these contracts 
to court and has to date been uniformly 
successful in its suits. In some cases ap- 
peal has been made to a higher court by 
the defendants, but the company’s attorneys 
are confident that that they will win out in 
every case. While it may take some time 
to get this money all in, and some loss 
may be taken in the case of concerns that 
are unable to pay, it is not thought that 
the final loss will be a very heavy one. 

Just how hard the company was hit in 
the past two years is indicated by the re- 
duction in its profit and loss surplus. On 
October 29, 1921, this item stood at $8,439,- 
177, as compared with $23,152,138 as of 
December 31, 1919, representing a reduc- 
tion of nearly $15,000,000. 

For the ten months ended October 29, 
1921, the company reported a net income 
available for dividends and depreciation of 
$173,298, but this was after application 
of reserves set up in 1920 of $10,000,000. 
Adding to this the dividends paid on the 
common and the preferred stocks the com- 
pany will show a loss in 1921 of about 
$15,000,000. 

Recently the company sold $30,000,000 
6% bonds, due 1937. As the accompany- 
ing balance sheet shows, this issue will 
come pretty close to cleaning up the entire 
floating debt of the company, and put it 
in a decidedly strong financial condition. 


Outlook for 1922 

With plenty of cash available to conduct 
its business, American Sugar should be 
able to do fairly well this year in view 
of the fact that it is rid of nearly all of 
its high-priced sugar. The margin of 
profit in refining is considerably higher 
now than it was in the pre-war period, as 
indicated by the following figures: 


Now 1914 1913 

Refined granulated...... 5.19 468 4.27 
Raws . 3.73 3:81 3.50 
Refining margin..... 1.46 087 0.77 


Actual refining margin is smaller than 
the theoretical margin, as the holding of 
raw sugar undoubtedly averages a some- 
what higher price than 3.73. From its re- 
fining business, however, the company 
should be able to show very fair profits 
in 1922. Outside of its refining operations 
American Sugar in the past has had two 
important sources of income, investments 
and interest on loans and deposits. Income 
from these sources will be very much cut 
down this year, as the company’s invest- 
ments are principally in sugar-producing 
companies that under present conditions in 
the raw sugar market are not likely to pay 
anv considerable amount in dividends. In 
1920 the company received $2,031,254 from 


its holdings in Great Western and Michi- 
gan Sugar securities (beet sugar pro- 
ducers), and as both these companies have 
passed dividends, this income will be cut 
off this year. 

American Sugar’s holdings in Cuba are 
very extensive. Through subsidiary com- 
panies it contrals two of the largest and 
most modern sugar estates on the island 
with a producing capacity of 1,200,000 bags 
of raw sugar per annum. It is estimated 
that the company’s investment in these 
properties represents nearly $25,000,000 
While no return can be expected from this 
investment under present conditions, in the 
future good profits may come from this 
source. 

Bonds Well Secured 


The 6% gold bonds, due 1937, constitute 
the sole funded indebtedness of the com- 
pany, and it is agreed in the trust inden- 
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Balance sheet as of Oct. 29, 1921 
Assets 
Cash ...... $5,724,862 
Customers acceptances 3,083,309 
Accounts receivable . . 8,091,442 
Merchandise and supplies 12,206,238 
Prepaid accounts 1,966,821 
Accrued income 125,315 
| Investments, general $5,156,624 
Loans ..... ' ‘ 14,642,654 
Claims on 1920 contracts 1,942,092 
Undelivered 1920 contracts 15,993,253 
Real estate and plants 59,062,800 


$157,395,416 





Total. 
Liabilities 

Bills payable $20,000,000 
Raw sugar drafts 10,377,125 
Accounts payable . 5,106,117 
Dividends payable 286,283 
Preferred stock 45,000,000 
Common stock 45,000,000 
Sundry reserves . 23,187,712 
a a 8,439,177 

Tota! $157,395,416 

















ture that the company will not mortgage 
or pledge any of its fixed assets without 
at least equally securing this issue. Net 
assets of the company aggregate approxi- 
mately five times the amount of this issue 
In view of the big asset value behind 
these bonds, they are entitled to a high 
rating. At present price of 98% the 
yield is 6.15%. 

Regular dividends have been paid on the 
preferred stock for the past thirty years 
In view of the fact that the company is 
now in easy financial condition and that no 
further large losses are expected, there ap- 
pears to be an excellent chance that the 
preferred dividend will be maintained, al- 
though the stock must be classed as 
speculative. While the common stock ap- 
pears to have fairly good possibilities for 
the long pull, it is not likely that there 
will be any early resumption of dividends 

This stock has advanced from a low of 
473% in October to present prices of around 
58, and at this price it would appear to 
be high enough for the time being 
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Corn Products Refining Company 








One of the Industrial High Spots of 1921 


Company Saved Money by Watching Its Inventory Account—Large Part of War-Time Demand 
Retained—Strong Financial Position 


T has been stated, and with some jus- 
tice, that the war made Corn Products 
Refining Co. As is well known now, 
many companies that piled up large profits 
during the war period were unable to keep 
them, as the readjustment period through 
which we have just passed swept a large 
portion of these profits away. Corn 
Products has stood out as a rather bril- 
liant exception. Not only did the com- 
pany fail to show any deficits but it has 
succeeded in earning the $6 dividends on 
its common stock, with a good margin to 
spare, throughout this trying period. 
There are several reasons for this good 
showing. In the first place, under the war- 
time pressure, the company’s products 
were introduced to hundreds of thousands 


’ Small Inventory Losses 


As a result Corn Products had only 
small losses to write-off on this account 
For the first quarter of 1921, $1.70 a share 
was earned on the common; in the second 
quarter, $1.88 a share; in the third quar- 
ter, $3.96 a share; making a total of $7.54 
for the nine months. It will be noted that 
each quarter was better than the preced- 
ing one, denoting a steady improvement in 
business. While there are no accurate 
estimates as to what the company will show 
for the last quarter, operations are under- 
stood to have been running along satisfac- 
torily, and for the full year 1921 at least 
$10 a share should be shown for the stock 
and perhaps as much as $11 a share. 

When the Corn Products Co. was first 
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of people who had never before used them. 
Corn starch had to take the place of potato 
starch; glucose and corn syrup replaced 
sugar, and corn oil was used instead of 
olive oil or butter. When the war pres- 
sure ceased, the use of these substitutes 
were no longer necessary, but the public 
had become used to them, liked them, and 
as a result the company was able to retain 
@ surprisingly large percentage of the new 
business that had been built up. 

In the second place, the management 
showed itself to be remarkably far- 
sighted; for, when most industrial com- 
panies were loaded up with large inven- 
tories, on which losses had to be taken, 
Corn Products kept this item down to 
moderate proportions. As of December 
31, 1920, inventories stood at $6,200,000, as 
compared with $9,900,000 December 31, 
1919, and $11,226,012 December 31, 1918. 
This is a very unusual showing, as most 
companies dealing in commodities found 
themselves at the end of 1920 with the 
largest inventories in their history. 
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formed in 1906, there is no doubt but that 
the concern was heavily over-capitalized 
and that the common stock represented 
nothing more tangible in the way of assets 
than good-will, trade-marks, etc. An ef- 
ficient and conservative management, how- 
ever, has succeeded in building up sub- 
stantial assets behind the common stock. 
In the past seven years alone surplus earn- 
ings, after deducting dividends, have 
amounted to about $85 a share, so that at 
the present time the stock has real value 
behind it. The accompanying graph shows 
how earnings have been put back into the 
property. 

In addition to being able to maintain a 
good domestic business, the company has 
done very well recently in the export line. 
The potato crop in Germany has been dis- 
appointing, and to encourage starch ship- 
ments the import duty has been taken off. 
\s a result German starch consumers have 
been placing large orders in this country, 
and Corn Products has had more business 
than it can take care of from this source. 


The company is making glucose and other 
products in its European plants. It has 
two refineries in France, one at Lille and 
another near Paris, and an English plant 
located near Manchester. Several plants 
are also owned in Germany. Before the 
war the foreign business amounted 
about 25% of the total turnover, but since 
then it has increased considerably. 

A new plant is just about ready to start 
operations. It was erected at Kansas City, 
Mo., at a cost of a little over $4,000,000, 
and will be able to grind 25,000 bushels 
of corn daily. This will bring the daily 
capacity of all the corporation’s plants up 
to 170,000 bushels. A new pier at Edge- 
water, N. J., was recently completed at a 
cost of $2,500,000. In addition to. making 
it possible to dock the largest ocean-going 
vessels, provision has been made on the 
wharf for a large canning factory, along 
with allied departments, to handle the 
products of the corporation and increase 
facilities for marketing the company’s 
goods both here and abroad. The effect of 
these improvements will be reflected in 
earnings in the current year. 

The last balance sheet the company 
issued was as of December 31, 1920, and 
as the company had no large inventory 
losses to take, financial condition at the 
present time is probably somewhat better. 
As of December 31, 1920, working capital 
was $25,700,000. This compares with a 
total capitalization of $85,500,000. Be- 
cause of small inventories on that date 
the company had $11,904,245 out on de- 
mand loans. This is a very strong finan- 
cial condition and the company really has 
a larger working capital than is neces- 
sary for the conduct of its business. 


to 


Capitalization 

Bonded debt of Corn Products totals 
about $6,000,000. The principal issue is 
$4,781,000 first mortgage 5s, due 1934. 
These bonds belong in the gilt edge invest- 
ment class. Present price is around 96. The 
bonds are followed by a 7% cumulative 
preferred stock issue of which there is 
$25,826,933 outstanding. In view of the 
small bond issue and the large working 
capital this security can be regarded as 
one of highest grade industrial preferred 
stocks, At present price of around 110 
the yield is 6.37%. 

The comfnon stock has had a rather 
remarkable advance in recent months and 
at present prices of around 98 is 39 points 
above its low of 59 made in June, 1921. 
This advance would appear to have largely 
discounted the good showing made in 1921, 
and the stock should be regarded as a 
rather uncertain speculation at these levels. 
Dividends at the present time are being 
paid at the rate of $6 per annum, $1 regu- 
lar and 50 cents extra having been de- 
clared each quarter since January 15, 
1920, when dividends were first inaugu- 
rated. The company is undoubtedly in 
a position to increase dividends. 
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American Can Company 








What Will American Can Show for 1921? 


Company’s Earnings Record in Previous Years—Investment Qualities of Its Securities 


N the twenty years of its existence, the 

American Can Co. has never paid a 

dividend on its common shares. On 
the other hand, the company has built up 
a tremendous organization during the 
period, and greatly increased its earning 
power, thus: 

Whereas, the company operated 38 fac- 
tories in 1910, it operates close to 60 
factories today. 

Whereas working capital back in 1905 





TABLE I.—WORKING CAPITAL. 
American Can Company 

Current Current Working 

Assets Liabilities Capital 
1918 .. $17,959,990 $2,159,620 $15.800.370 
1914 .. 17,660,937 1,916,157 15,744,780 
1915 .. 19,922,429 3,122.902 16,799,527 
1916 .. 28,556,069 5,929,481 22,626,568 
1917 .. 48.338,972 18.184.578 24,154,349 
1918 .. 653,101,192 24,590.844  28.510.348 
1919 .. 44,055,777 10.218.720 33.837.057 
1920 .. 42,781,688 14,681,790 28,099,898 























was $7,500,000, in 1920 it amounted to well 
over $28,000,000. 

What results expansion has brought in 
the shape of increased earnings is shown 
by the following comparison: Earnings 
in 1904 were $2,395,000. In the eight 
years 1913-1920, inclusive, average earn- 
ings were well over $11,000,000 a year. 
Net income in the last year on which 
official figures have been published were 
$4,830,000. 

Of course war conditions gave the com- 
pany’s sales a tremendous impetus during 
some of these years. The effects of the 
war culminated in the year 1917. But this 
fact need not becloud an important growth 
in the normal demand for American Can’s 
products. The canning industry has ex- 
panded rapidly, based on an enlarged home 
market, and this expansion accounts in 
large measure for the American Can Co.'s 
enlarged business. 

These facts will account, possibly, for 
the willingness of a large section of the 
investing public to listen to rumors, no 


The company is, to be sure, under the 
necessity of buying supplies in a rather 
volatile market. In this respect, it is not 
so well situated as Continental Can, its 
chief competitor. The latter controls a 
tin plate mill having capacity for the 
manufacture of a large proportion of its 
tin plate requirements. American Can 
buys its tin plate in the open market, prin- 
cipally from the American Sheet & Tin 
Plate Co., a subsidiary of U. S. Steel. 

How wide the fluctuations in the tin 
plate market can be is shown by the fol- 
lowing record: In 1917, tin plate sold at 
$12 per 100 pounds. In 1915 the price 
was down .to $3.25; in 1920 it had risen 
to $7. The most recent price quoted was 
$4.75. 

The prices fixed by the American Can 
Co. on “standard sanitary tins” fluctuate 
similarly widely. A year ago No. 2% 
cans cost $36.50 per 1,000. In 1915 they 
cost $18. The price just announced is 
$26.25. 

How having to go into the open market 
for its raw materials affects American Can 
is best shown by the fact that, in 1918 
and 1919, the company borrowed $12,000,- 
000 for the purpose of making purchases. 
It was believed that the company’s good 
working capital position and supply of 
cash would make a similar action un- 
necessary in 1921. Nevertheless, the com- 
pany sold $12,000,000 serial notes in Feb- 
ruary, 1921, on an 8% basis “for the pur- 
chase of tin plate or other materials.” 

It is not the purpose to exaggerate the 
importance of this phase. The company 
seems to be able to secure ample supplies 
and to derive ample profits therefrom de- 
spite it. 

Financial Position 

The company’s financial position at the 
present time is not to be determined by 
consulting figures a year old. Especially 
since those figures (derived from the last 
official statement) represented conditions 
prior to the industrial slump of 1921. But 


the price of tin plate. The company’s 
price for standard tins has just been an- 
nounced. The product proves to be no 
exception to the reduced prices now pre- 
vailing, having been marked down $10.25 
per 1,000 to $26.25. Hence. it is logical 
to assume that the company is not, today, 
in so good a working capital position as 
it was a year ago; also that there has been 
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. $6,245,679 
5,807,802 








TABLE II.—ANALYSIS OF EARNINGS, 


Earned 

Net Income Earned on Pfd on Com. 

$3,982,917 9.66% 2.66% 
4,376,173 10.61 3.61 
6,029,273 12.19 5.19 
7,962,982 19.31 12.31 
11,892,859 28.84 21.84 
6,000,827 14.55 7.55 
5,180,225 12,56 5.56 
4,830,918 11,71 4.71 

















matter how often repeated, that “Ameri- 
can Can will soon inaugurate dividends 
on its common stock.” 


Trade Position 


“Trade position” is one way of referring 
to prestige of products, plant capacity and 
control of raw materials. So far as the 
first two are concerned, American Can’s 
trade position seems fully satisfactory. 
The company has only one important rival 
in the field. Its plants are fully equipped 
to handle all obtainable business. 


for JANUARY 21, 1922 


there is something to be learned from an 
independent survey of the 1920 figures, if 
various developments since that time are 
kept in mind, 

At the close of 1920 the company 
showed a working capital of something 
more than $28,000,000. To make up cur- 
rent assets, there was, in round numbers: 
Cash, $4,000,000; receivables, $11,000,000; 
and materials and inventory, $27,000,000, 
or a total of well over $42,000,000. 

Since these figures were compiled, the 
records show a substantial reduction in 


some reduction in the asset value of its 
stock. 

The lower price for its raw material, 
of course, is a compensating feature 
Also, the company appears to have plowed 
large sums back into property during its 
prosperous years 


Earnings Also Lower 


That American Can's earnings for the 
year 1921 will be lower than in the pre- 
vious year also seems a foregone conclu- 
sion. A glance at Table II will show 
what the trend has been over the last 
eight years—a remarkable jump from 
$6,246,000 in 1913 to almost $22,000,000 
in 1917 being followed by a subsequent 
decline to $9,852,000 in 1920. 

In the year 1921 the company is cur- 
rently believed to have been working on 
a 60-80% basis. Probably the lower fig- 
ure will be the nearer correct. Altogether 
it seems likely that a comparatively small 
margin will be earned per share of com- 
mon, as contrasting with earnings of $4.71 
per share in 1920. 


Outlook and Conclusions 


The outlook for the American Can Co. 
seems excellent. Can supplies at the pres- 
ent time are small and a large demand for 
the product is expected during the year 

The company’s securities include $10,- 
233,000 15-year 5% debentures, due 1928; 
$41,233,330 preferred shares outstanding, 
of an authorized issue of $44,000,000; and 

(Continued on page 440.) 
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Studebaker Corporation 








One of the Strongest Motor Concerns 


Adequately Supplied with Working Capital—Faces Excellent Future 


HILE it is generally conceded that 
W management is the most important 
factor to consider in determining 
the investment possibilities of industrial 


companies, this is particularly true in the 
case of an automobile concern. Competi- 
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tion in this industry has become so keen 
in the past few years that only an aggres- 
sive and efficient management can expect 
to make good profits for stockholders. 

Studebaker Corporation’s record over 
the past several years has been one of 
steady progress. Progress not only from 
a sales standpoint but also so far as the 
car itself is concerned. The organization 
has never stood pat on any of its prod- 
ucts and improvement has been the watch- 
word. As a result the Studebaker car 
compares favorably with any other car on 
the market selling near its price. The 
American public has become more and 
more discriminating in its purchases of 
automobiles and when big value is offered 
for the money it is quick to take advan- 
tage of it. 

As is well known, 1921 was not a good 
year for the automobile industry, many 
companies showing a heavy falling off in 
earnings, as compared with 1920, and Gen- 
eral Motors was recently forced to omit 
dividends to stockholders. Studebaker, on 
the other hand, will report for 1921 the 
largest net income in its history. If it is 
true that the real test of management 
comes in the periods of depression, then 
this showing of Studebaker is certainly a 
remarkable tribute to the officials of the 
company. 

Foundation Laid 

The foundation for the splendid show- 
ing in 1921 had been very carefully laid. 
In the past few years Studebaker manage- 
ment took great pains to secure the very 
strongest agents in the largest cities of 
the United States, and as a result has one 
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of the most efficient sales forces in the 
country. It was also realized that in or- 
der to give more value, at a price, produc- 
tiori must be increased and a new $20,000,- 
000 plant was completed at South Bend, 
Ind., in June, 1920, that is the last word 
in manufacturing efficiency. The com- 
bined plants of the company now have a 
capacity output of 100,000 cars per annum, 
as compared with a pre-war output of 
about one-third that number. 

For the nine months ended September 
30, 1921, $15.21 a share was earned on the 
$60,000,000 common stock. The last quar- 
ter of the year is not, as a rule, a very 
good one in the automobile trade, but it is 
understood that the company’s sales of 
closed cars have been very satisfactory and 
that for the full year at least $17 a share 
will have been earned, and perhaps as high 
as $18. Good as 1921 was it did not meas- 
ure the full possibilities of the company, 
as it did not operate at more than 75% 
of its present plant capacity. Of course, 
prices have come down materially in the 
past few months, but in this connection it 
should be remembered that because of suc- 
cess in selling cars in 1921 the company is 
not tied up with any high-priced inven- 
tories and is in a position to take full ad- 
vantage of the lower prices prevailing for 
steel and other products that go into the 
manufacture of its cars. 

All things considered, there is no reason 
to doubt but that Studebaker will do very 
well in 1922. 


Financial Position 


As of September 30, 1921, the company 
had a working capital of nearly $30,000,000 
which, after allowing $100 a share for the 
$9,800,000 preferred, is equal to over $33 
a share for the common. Studebaker is 
steadily accumulating cash, its bank bal- 
ance standing at $9,333,846 on September 
30, as against $6,374,030 on June 30 and 
$4,226,233 on December 31, 1920. At the 
present time cash on hand is understood 
to be about $12,000,000, which places the 
company in a position to meet any expan- 
sion in inventories that may become neces- 
sary by larger sales of cars this year. 

From the standpoint of management, 
financial condition, plant efficiency and 
popularity of its product, Studebaker un- 
questionably stands among the leaders in 
the automobile industry. It might be well, 
however, to say a word as to the industry 
itself and its outlook. Sceptics say that 
there has been an overproduction of cars, 
that automobiles have been overdone and 
that sooner or later there is going to be 
a big reaction in this industry. The writer 
does not hold that opinion. The fact that 
there are 8,000,000 cars in use might in- 
cline one to take the view that there are 
too many cars for our population, but 
there is another way of looking at it. 
Every owner of a car is the best kind of 
a prospect for the purchase of a new car. 
About the last thing that people are willing 
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to give up is the auto; the family piano 
goes first. There is a fundamental reason 
for this. The automobile has become 
more than a luxury and has taken its place 
as an economic factor of the first impor- 
tance. It has become a part of the stand- 
ard equipment of hundreds of thousands 
of salesmen, doctors and others whose 
work takes them from place to place, and 
in farming communities it has proven so 
valuable a time saver that the average 
farmer cannot afford to give it up. The 
automobile industry should no longer be 
regarded as a new industry that is still 
in the period of inflation. It has become 
thoroughly stabilized. The proof of the 
pudding is in the eating. In the period 
of depression through which we have just 
passed, the automobile industry came 
through in very much better shape than 
did most of the large industries of the 
country. 

At present prices of around 101, the 7% 
preferred stock looks like a decidedly at- 
tractive investment, as there are no bonds 
ahead of it and the working capital alone 
is more than three times the preferred 
stock issue. 

On December 31, 1920, net tangible 
assets applicable to the common stock 
amounted to $89 a share. This result is 
obtained by deducting from the total as- 
sets the book value of intangible assets 
known as “Trade-name, Good-will, Pat- 
ent Rights, etc.,” carried on the balance 
sheet at $19,807,277, or $33 a share. 
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The common stock, of course, is in a 
more speculative position at the present 
price of 81, as it has advanced from a 
low of 4834, made in January, 1921. A 
fair-sized reaction from present levels 
might easily occur, but if held for a 
long pul] the stock appears to have good 
prospects of ultimately .going tc higher 
levels. 












American Ice Company 





1921 Its Best Year! 


HE American Ice Co. has given the 
financial community a taste of old 
times by filing a report for the year 
ending October 31, 1921, which shows not 
only the largest gross earnings for any 
twelve months in the history of the com- 
pany, but also the largest earnings per 
share of preferred and common stock. 
In these times, with 1921’s industrial 
slump being reflected by woeful deficits in 
the annual reckonings of most other con- 
cerns, the American Ice Co.’s perform- 
ance is nothing short of unique 


How the President Explains the Improve- 
ment 

The president of the company—Wesley 

M. Oler (who, by the way, assumed office 


The Company’s Record 


ures on gross sales shown in the accom- 
panying Table 1. It will be seen that the 
company’s gross in 1921 exceeded that for 
the best pre-war year (1910) by just about 
100%. Also, that average gross earnings 
for the past twelve years (about $11,000,- 
000) was exceeded by almost 50%. 

Due allowance, of course, should be 
made for differences in the price charged 
for ice during the periods named. A large 
part of the increase may have to be at 
tributed to this factor. However, a re- 
luction in ice prices was put into effect 


during 1921 Hence, the company’s ex- 
cellent gross performance in that year may 
be considered a good barometer of its sales’ 
increase over the previous years 1920 and 
1919 











TABLE 1.—SUMMARY OF INCOME ACCOUNT 
Net Available Earned Per Share— 
Gross for Dividends Preferred Common 
1910 $8,662,000 $480,000 $3.22 
1911 9,009,000 596,000 3.99 
1912 8,638,000 ,000 2.47 
1913 10,491,000 1,659,000 11,12 $10.67 
1914 8,827, 409,000 2,73 is | 
1915 8,640,000 626,000 3.53 
1916 9,173,000 706,000 4.72 | 
1917 9,840,000 1,094,000 7.33 2.77 | 
1918 12,623,000 1,209,000 8.10 4.42 
1919 15,346,000 2,024,000 13,52 14,97 
1920 15,440,000 1,759,000 11,84 11,45 | 
1921 17,251,000 2,357,000 15.67 19,43 | 











back in 1904, when the company’s affairs 
were bordering on chaos), points to a cer- 
tain three factors as chief contributors to 
the improvement. Since the company has 
prospered so well under Mr. Oler’s man- 
agement, it is worth while to consider his 
explanation. The factors singled out are: 

(1) Increased Sales 

(2) Economies in Operation. 

(3) Expansion of Plant Facilities. 

To what extent sales have increased may 
be measured, in some degree, by the fig- 
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Such economies as the company has 
been able to effect in operation can, no 
doubt, be in large part attributed to two 
factors: (1) Increased Storage Facilities, 
and (2) Increased Artificial Ice Manufac- 
turing Capacity. 

Great storage space, of course, is an es- 
sential to any business which does a large- 
ly seasonal trade. The ice-making busi- 
ness is, probably, subject to wider seasonal 
fluctuations than any other. Hence it is 
plain that American Ice, by building up 
enough storage space to permit continu- 
ous production during the year, has gone 
far toward reducing overhead expenses 
and increasing plant efficiency. 

The development of the company’s arti- 
ficial ice business has also contributed in 
large part to enhanced earning power. It 
-has lifted American ice out of almost com- 
‘plete dependence upon weather conditions 
for its output, and permitted it to oper- 
ate on sounder manufacturing principles. 

So far as “expansion of plant facilities” 
is concerned, it is enough to repeat the 
president’s remark, “by building new plants, 
overhead per ton was reduced and profit- 
able additional business procured.” 


The Company’s Record 


What any concern can do in any one 
year is of investment significance only af- 
ter comparison with previous years. In- 
vestigation into the past record of the 
American Ice Co. tends to dampen in 
some degree enthusiasm springing from 
the company’s results in 1921 


. American Ice Files Unique Report Showing High Record Earnings Last Year— 


What is, perhaps, the most striking fea- 
ture of the company’s record is the remark- 
able gyrations that have occurred in total 
earnings as well as in earnings per share. 
Iwo graphs accompanying this article 
picture these movements. They trace the 
truly remarkable advance in gross earn- 
ings during the period reviewed; and the 
ups and downs of earnings per share of 
preferred—including six years in which the 
6% dividend was far from being earned 

The changes in respect of gross earn- 
ings, as said before, can be attributed in 
large part to the company’s own efforts, 
aided and abetted by almost ideal weather 
The management deserves great 
redit for the improvement 


conditions 





a : : - —-- 
TABLE II.—DIVIDEND RECORD | 
| Dollars Per Share | 
| Year Preferred Common*® 
1899 $1.50 $1.00 | 
1900-1 6.00 4.00 
; 1902 3.00 . | 
1903-5 : | 
1906 9,00 
1907-8 
1909 1,50 
1910-14 1.25 | 
1915 .. 1,50 | 
| 1916 . 1,25 | 
1917 3.75 . | 
1918-19 6.00 
ee 6.00 4.00 | 
1921 6.00 6,00 
*Now on 7 annual basis 











So far as the recorced contortions in 
earnings per share and, in turn, dividends, 
are concerned, these seem mainly attribut- 
able to the company’s capital structure. 


Capitalization 
The capitalization of the American Ice 
Co. is divided as follows: 


(Continued on page 423) 
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EDMUNDS & JONES 
Preferred Has Good Possibilities 

1 would appreciate your advice as to whether 
Edmunds & Jones Corp. preferred stock is a 
sound security? Is the company in good 
financial shape?—-D. A., New York City. 

Edmunds & Jones Corporation for the 
year ended December 31, 1920, earned 
$97,768 net profits as against $408,361 in 
1919. Preferred dividend requirements are 
only $60,870. The balance sheet as of De- 
cember 31, 1920, shows fairly good finan- 
cial condition with current assets of $1,- 
300,000 as against current liabilities of 
$500,000. It can be seen, therefore, that 
the working capital alone is about equal 
to the $843,200 7% preferred stock. There 
is no funded debt. This company is one 
of the largest manufacturers of electric 
and oil lamps for automobiles. In view 
of the large security behind it we believe 
the preferred stock has good possibilities. 





A $6,000-$7,000 INVESTMENT 
Several Good Issues Recommended 


I would be pleased tc have you suggest for 
investment some good stock listed on the New 
York Stock Exchange. I wish to invest $6,000 
to $7,000.—W. L. F., Chicago, Ill. 

Your letter states that you wish to in- 
vest $6,000 to $7,000 in some “good stock” 
listed on the New York Stock Exchange. 
This is a little indefinite as we do not 
know whether you wish to purchase for 
the long pull or for a quick return, nor do 
we know whether you wish to purchase 
a high-grade dividend-paying stock or 
some stock that is more speculative but 
which holds forth promise of greater 
profits. For a high-grade stock we would 
suggest Allis Chalmers 7% preferred sell- 
ing around 87. The working capital of 
this company is alone in excess of the 
preferred issue and we believe that it 
should ultimately go higher. 

American Can preferred we believe to 
be in a very strong position. In spite of 
the fact that the company made large 
profits in the past several years, nothing 
has been paid on the common stock and 
all these earnings had been put back into 
the property, so that the assets behind the 
preferred now are very substantial. It is 
our opinion that this stock should grad- 
ually work up to around par. 

Westinghouse Electric selling around 50 
and paying $4 per share per annum also 
looks very attractive to us. This com- 
pany has been conservative in its dividend 
policy and is in very strong financial con- 
dition. Recently business has shown signs 
of picking up. 


CONTINENTAL MOTORS 


Large Order from Durant Motor 


I am the holder of 1.500 shares of Continental 
Motors, for which I paid 7%, on the average. 
Do you believe it advisable for me to maintain 
my long Position in this stock?f—W. F. C.. 
Cadillac, Mich. 


Believe it would be advisable for you to 
hold your Continental Motors as there ap- 
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On Industrial Securities 


pears to be an excellent chance that you 
will ultimately be able to take a good profit 
on this fommitment. The report for 1921 
is not expected to be a good one because 
this company undoubtedly had losses to 
write off for inventory depreciation. The 
company is in fairly good financial condi- 
tion, however, and has a very modern fac- 
tory. This company has taken a large 
order from Durant Motor and the outlook 
for 1922 appears decidedly bright. The 
Continental Motor is regarded by the au- 
tomobile trade as one of the finest motors 
manufactured and we do not see why it 
should not continue to grow in popularity. 





INTERNATIONAL MOTOR TRUCK 
Strong Financial Position 


Please send me a short analysis in regard to 
the present pos o. of International Motecr 
Truck securities.—E, R. A., South Bend, Ind. 

International Motor Truck Corporation 
for the six months ended June 30, 1921, 
earned approximately $527,000. Preferred 
dividend requirements for the six months 
are about $750,000, so it can be seen that 
in this period the preferred dividend re- 
quirements were not quite covered. The 
last six months of this year, however, are 
expected to show some improvement so 
that it is quite likely that the preferred divi- 
dend will be earned for the full year of 
1921. The company is in strong financial 
condition. As of December 31, 1920, net 
working capital totaled over $19,000,000 
and there was over $3,000,000 cash on 
hand. 

Motor truck business in 1921 was very 
poor. Recently an increased demand has 
made itself felt in this line and indications 
are that 1922 will be a very much better 
vear. 


BUTTERWORTH-JUDSON 
Would Enter Reorganization 

I have 600 shares of Butterworth-Judson which 
cost me over $69 a share. Would you advise me 
to accept the reorganization plan or take my loss? 
—S. C., New York City. 

Butterworth-Judson reorganization plan 
submitted to stockholders provides for the 
formation of a new company to have 
$2,100,000 7% 3-year mortgage “A” bonds 
to be issued to creditors for 90% of claim, 
$500,000 “B” bonds underwritten at par 
to make payment of 10% to creditors and 
provide working capital; 25,000 shares 7% 
preferred stock, $100 par, to be exchanged 
share for share for old preferred and 
100,000 shares of common to be issued to 
underwriting syndicates and to stock- 
holders who subscribe to bonds. 

Under the plan depositors of common 
stock will be permitted to purchase new 
‘B” bonds at the rate of $6.66 2/3 for 
each share of stock deposited and upon 
such basis will receive 100% in common 
stock of the new company. 

We have carefully studied all the figures 
available in regard to this company and 
while the future must be regarded as un- 





certain in view of the competition in the 
dye and chemical business, the manage- 
ment is generally regarded as fairly trust- 
worthy and we should say that it has a 
tair chance of proving a success. In view 
of the large loss your commitment shows 
you, we would be inclined to enter the 
reorganization. 


INVESTMENT FOR A WORKING GIRL 
Six Sound Securities 


I would be particularly grateful if you will 
recommend what in your opinion is the best in- 
vestment you know of for a working girl to 
invest $600.—R. G. R., Jamestown, N. Y. 


We suggest that the young lady referred 
to place her money in six baby bonds, 
each of denomination $100. We give you 
the list herewith: 

American Telephone convertible 6s. 

Hudson & Manhattan Ist 5s. 

Colorado Southern refunding 4%s. 

American Smelting Ist 5s. 

St. Louis-San Francisco prior lien 4s. 

Liberty Bonds 4s and 4%s. 

As this money probably represents sav- 
ings, we could hardly suggest anything of 
a less fortified investment character than 
the investments above mentioned 





KELLY-SPRINGFIELD 
In Speculative Position 


1 was rather disappcinted on receiving your 
letter of recent date as in answer to my inquiry 
on Kelly-Springtield you did not take a very 
definite Stand. What I wanted was your real 
opinion as to the future course of the stock. 
I hold some at present prices of around 42 and 
twas contemplating purchasing more.—F. J. H., 
Providence, R. I. 

We regret that our information on 
Kelly-Springfield Tire in our recent letter 
did not seem definite enough to you. As 
a matter of fact, we rather hesitate to 
give a definite opinion of the stock at 
present levels, because so much depends 
on how conditions will work out in the 
tire trade in the next six months. At the 
present time, prices are very low and com- 
petition is decidedly keen. If a brisk de- 
mand sets in in the Spring, this condition 
may be remedied. Under favorable con- 
ditions Kelly-Springfield, due to its strong 
position in the trade and its new and mod- 
ern factory, will be able to take advan- 
tage of any favorable opportunity to make 
good profits. 

The last balance sheet published was as 
of December 31, 1920, but an analysis of 
this is hardly fair because the company’s 
condition has been decidedly improved since 
that time. As of December 31, 1920, the 
company had notes payable of $8,000,000, 
but its inventory of $9,751,000 was. ma- 
terially cut down this year and the com- 
pany is in much easier financial circum- 
stances now. The report for 1921 is not 
expected to make a very brilliant showing 
as it is expected that further inventory 
losses will have to be taken. As of De- 
cember 31, 1920, the company’s working 
capital was $5,400,000 but in May of this 


(Continued on page 420) 
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Switching for Profit 


Some Stocks More Likely to Rise Than Others 


HE subject of switching is one of 
the most complex problems the in- 
vestor has to solve. At the same 

time, it is, of course, one of the most in- 
teresting and important of all connected 
with the stock market. 

Broadly, there are two occasions when 
it is advisable for an investor to exchange 
one security for another, or one group of 
securities for another group. The first is 
when the investor's holdings have risen to 
such a high point that conservative policy 
dictates their sale and an exchange into 
securities which have not risen far, but 
which give promise of doing so eventually. 
The second, which is, unfortunately, the 
more common of the two, is when the se- 
curities held are in an un- 


very helpful to investors on many occa- 
sions. 

The principal point to be suggested in 
this article is that, generally speaking, it 
would be logical to switch from non-divi- 
dend paying securities into those which 
pay dividends. The reason for this is 
obvious: Unless the investor is taking a 
purely trading position, he should at all 
times be guided by the consideration of re- 
turn on his invested capital. Only people 
of large means are able to afford the 
luxury of carrying securities which pay 
no income. This applies with full force 
to the small investor, who should be care- 
ful to derive the greatest possible return 
on the capital invested compatible with a 


switching which should be remembered by 
the investor. In the first place, the issue 
into which the exchange is to be made 
should, from most viewpoints at least, be 
a better issue than the one from which 
the exchange is made. Too many people 
make the mistake of exchanging into a 
more speculative type of security than the 
one from which they are switching. Very 
often this results in an additional loss. 
Such a situation should be avoided by the 
investor. He would be better off if he 
kept the original security. 

On switching, it is not essential that 
both stocks be selling at identical prices. 
In fact, it is seldom possible to find a 
“perfect” exchange. Generally there will 
be a “spread” of a few points 
between securities selling at 





favorable position and when 
their retention would prob- 
ably cause further loss to 
the investor. The latter 


AN EXCHANGE OF SECURITIES 


approximately the same lev- 
els. Nor is it, as a matter 
of fact, necessary for the 





may include cases when it ro Sividens Suis = Ento= Dividend Price stocks to be selling anywhere 
is advisable for an investor General Asphalt None 68 Tobacco Products $6 68 near each other, provided the 
to switch from an admittedly Houston “ 74 Studebaker 7 80 amount invested in both is- 
good security, which is ap- United Drug “ 70 Reading 4 7 sues is the same. Thus, to 
parently selling too high, American Sugar “ 68 Beth, Steel B... 5 62 switch from a stock selling 
into another good security Sears Reebuck .. “ 61 People’s Gas 5 60 at 50 into one selling at 25 
which is selling compara- Wetienes Becmelios.. ' 38 White Motors 4 38 or 100 may be perfectly cor- 
tively low, or when, in or- Republic Motor Tr 0 9 arti Dory 2 21 rect, all things being equal, 
der to protect himself from aL. Ser et ° - Gin tei s 8 even though the number 
further loss, the investor of shares received in ex- 
must seriously regard the change might be greater or 














advisability of exchanging 
such a security into an- 
other one which has better prospects. 

At all times it is a prime necessity for 
the investor to keep in close touch with 
his investments. Conditions are con- 
stantly changing and “good” securities 
sometimes have a way of turning into the 
other kind. Also, many opportunities are 
lost by not watching developments in the 
security markets. 

It is advisable for the investor to scru- 
tinize his investments at least several times 
a year, make necessary alterations in his 
list of holdings and thus keep his capital 
employed at all times to the greatest ad- 
vantage. 

There is no necessity here to establish 
a case for switching. It has proven itself 
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reasonable amount of safety. 

Among the non-dividend paying issues 
will be found a number that have already 
sustained large advances, and a number 
which, on account of the unfavorable cir- 
cumstances surrounding the respective 
companies, are not hkely to advance, at 
least for a considerable period. 30th 
kinds could profitably be exchanged for 
more substantial issues with better pros- 
pects of market appreciation and which 
at least offer a return on the invested 
money. Such an opportunity is indicated 
in the accompanying table. 


An Illustration 


There are several salient features in 


less than the original com- 
mitment. 

The important point is, that one should 
be careful not to increase the commitment 
in dollars, because in that case more than 
a switch would be effected. In effect, 
there would be an actual purchase of new 
stock, which is quite a different thing from 
an exchange on a proportionate basis. In 
a word, if you have $2,000 worth of stocks 
you want to exchange, exchange them into 
other stocks worth $2,000. Don't buy 
$5,000 worth of the new, because in that 
case you would be making a new invest- 
ment, which is not the purpose of an ex- 
change of securities. The principal pur- 
pose of an exchange of securities is to 
improve the position of the investor, not 

(Continued on page 427) 
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Says the Old Timer: 


There is a niche for. you, and each of you, 
and no class and no clique is set upon holding 
you back. 


“The time is past when the honest critics, the 
sensation-seeking mud-throwers, the dishonest 
critics, the cavilers and the self-appointed host- 
lers of ‘a new day’ can complain that wealth is 
for the wealthy, and that the poor man has no 
chance. 


“The facts, seen with clear eyes, marshaled 
fairly, and analyzed logically are one thing. Dis- 
tortion of the facts, whether for an ulterior mo- 
tive, or as the result of an astigmatic vision, or 
an undeveloped intelligence are another. The 
latter—distortion of the facts—may still insist 
that only one man in a million—and that man a 
genius—can hope to rise from overalls to tweeds, 
from shanks’ mare to a private car. But the for- 
mer—the facts—refute their distortion and 
stand out clear and simple: If a man, no matter 
what his job, can spend a little less than he earns, 
there are ways of building that little into a com- 
petence. And a competence is wealth! 


“You, in your grocery store—You, in your de- 
livery truck—You, at your lathe: Rid your mind, 
once and for all, of poisonous suspicions, of false 
teachings, of idle bombast, of sensational rotten- 
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ress. 


“Where begin? With the bank! One of the 
largest institutions in the country has, just re- 
cently, opened up its books to $1 accounts. You 
can put by that much, can’t you? How go on? 
With the bank—until you have built up a sum 
big enough to justify ‘distributing’ your savings. 
Where then? Into insurance, that those whom 
you may leave dependent will not suffer. And 
then? A home—your own, big enough to swing 
a cat in, decent, clean—the greatest food for 
mental and moral and financial contentment that 
there is. And then? Into investments of the 
higher grade which, carefully selected, offer pos- 
sibilities of ‘principal enhancement’ in addition 
to the fact that they bear income. 


“A pest on the doubters and the sycophants 
and the would-be cynics: There are fewer poor 
people and more rich people in this country than 
there ever were before, ignoring war-times when 
everyone thought he was rich. You, no matter 
who you are, can be among the rich ones— 


“If you want to.” 
THE MAGAZINE OF WALL STREET 








Points for Income Builders 


The Different Classes of Securities—Type of Investor Each Class Is Adapted To 


HE elementary in finance, the funda- 
mentals of finance, are what the new 
investor should concentrate upon. 

No investment career can be successful if 
it is superficially executed. Here, just as 
elsewhere, you must start at the bottom 
if you wish to eventually rise to the top. 
One of the first things to know about 
finance is how to “place” a security. By 
that we mean, how to recognize 
its uses, its attractions and its 


dred and ten million people, whose gov- 
ernment is of their own making and who 
are of one mind on the question of main- 
taining its credit. To question the “safety” 
of the principal value of such a bond 
would be absurd; to doubt for a moment 
the income-producing power of the issu- 
iug government, having the richest people 
on earth to draw from, would be equally 


par; what seemed to be the whole financial 
community was aroused to the “crying 
need for action.” 

A certain section of the investing public, 
however,—that section which was capable 
of “placing” securities, and which knew a 
gilt edged security when it saw one, ir- 
respective of that security’s price—ignored 
the then current hysteria, and proceeded to 
place every available dollar in 
these Government bonds. The 








shortcomings. If an investor 
can “place” securities for him- 
self, then he need make very 
few, if any, mistakes in his in- 
vesting. He will know a spec- 
ulative stock when he sees one 
—and if he have not funds 
available for speculative pur- 
poses, he will know enough to 
steer clear of it. He will be 
able to recognize a strictly high- 
grade, gilt edged issue; and if 
he is looking for something 
volatile, in which there are 
possibilities of very quick mar- 


ment conducted one 
held by any publication. Manuscripts 

readers, as entrants in the contest, and the Magazine was re- 
warded with articles of immense practical value and interest 
written by readers all over the country. 
these articles since that time (practically ev 
an article that was well 
of immense gratification and interest to our readers as well as 
the Editors. 


—to be conducted along the same lines. 
Dollars is offered by THE MAGAZINE OF WALL STREET 
for the best article 


$50 FOR BEST ARTICLE 


In the Fall of 1920, our Building Your Future Income Depart- 
the most successful prize contests ever 
i were solicited from 


worth publishing) 


We are now announcing a 


NEW PRIZE CONTEST 


The publication of 
comtestant wrote 
been a source 


A Prize of Fifty 


outcome was as inevitable as the 
laws of gravity. Money rates, 
in the usual course of human 
events, “gave”; the prices of 
all gilt edged securities (which 
are strictly governed by money 
rates) advanced; Liberty and 
Victory bonds were the leaders 
in the recovery; their buyers 
now have profits of from 10 to 
12 points. 


An Incidental Question 


While on the subject of Gov- 
ernment ‘bonds, an_ incidental 





ket profits, he will appreciate 
the uselessness (as a general 
rule) of purchasing a security 
of this type. 

In short, knowing what you 
are buying is a cardinal neces- 
sity in finance, and one of the 
fundamental requisites to suc- 
cess. 

There follow brief descrip- 
tions, with examples, of the va- 
rious investment classes. 


Gilt Edged 

A gilt edged security is a se- 
curity in which, other things 
being equal, any investor can 
afford to place his surplus funds 
with relative absolute safety. It 
is the sort of security in which, 
as administrator of an estate, 
you would feel justified in plac- 
ing the estate’s idle cash. 





on any one of the following subjects: 

1. How I Attained Financial Independence. 

2. What Plan I Follow in the Re-Investment of Income from 
My Security Holdings. 

3. How I Obtained My First Thousand Dollars. 

4. How I Have Provided for My Children’s Education. 

5S. What Provisions I Have Made for My Family in Case of 
My Death. 

m. Investment Pitfalls I Have Encountered and the Lessons I 
ave 

7. Why I Am Not Financially Independent at Fifty. 

8 How I Financed the Building of My Home. 

9. My Opinion of Rent-Paying vs. Home Owning. 

The list of subjects has ely been made extensive so 
that our readers would have a wide choice to draw from. Any 
person who reads this announcement is eligible to compete, 
barring, of course, members of our Staff. BUT THE FOLLOW- 
ING RULES MUST BE OBSERVED: 

1. Articles must be not less than 1,000 nor more than 2,000 
words in length. 

2. Actual figures must be given to show the results you 
aim at, or have attained. 

3. Definite corclusions must be reached. 

4. Manuscript must reach this office on, or before, Saturday, 
March 11, 1922. 

As typical of the kind of articles we desire, we suggest that 
you re-read “Do $100-Investments Pay?” (December 16, 1921, 
issue); “My Plan for Financial I dence” (December 24th 
issue); “To Build or Not to Build” (November 12th issue). 





question comes to mind which 
was put to this department a 
while ago: “What is the dif- 
ference, from the standpoint of 
a holder, between a hundred- 
dollar bill and a hundred-dollar 
Government bond?” There are, 
of course, many points of differ- 
ence, technically speaking; but 
the reader may find it interest- 
ing to attempt to uncover fun- 


damental points of difference 
between the twe 
Middle Grade 


There are as many securities 
in “Middle Grade” as there are 
people in the “Middle Classes.” 
Middle grade securities embrace 
issues that are reasonably safe, 
in respect of invested principal 
interest or dividends; but every 
security in this class possesses 





The gilt edged class is not a 
class in which a security be- 
comes entitled to membership 
by reason of words written on 
its face. A gilt edged security 
may, in the case of one com- | 
pany, be its common stock; 
whereas, in the case of some 





Selection of the best article will rest with the Editors of | a_ slightly speculative tinge, 
THE MAGAZINE OF WALL STREET. Aill other articles | haar ies caine te a 
found available for publication will be paid for. Names of | which alone separates it trom 
authors will not be published unless desir the gilt edged group 

Start on your story now and, when it is finished, address it to \mong the securities = 

available in the current market 

PRIZE CONTEST, THE MAGAZINE OF WALL STREET | which should be classiGed as 

@ Brenducy, Now York City “Middle Grade,” no better illus- 


trations can be found than the 








other company, it may be its 
first mortgage bonds. 

A security is gilt edged when the credit 
of the issuing corporation is gilt edged, 
when the company’s ability to continue 
dividends or interest is beyond question, 
when its earning power has been proven 
to be “stable”; and, above all, when the 
security enjoys a prior claim upon earn- 
ings. 

As an example of a gilt edged security, 
the first issue that comes to mind—and 
naturally—is the U. S. Government Bond. 
Here is a security the safety of which is 
Lacked up by the homes, the business of- 
fices, the railroad lines, the grocery stores, 
the ferry boats and every other possession, 
income bearing or otherwise, of one hun- 
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absurd. Such a bond is gilt edged in every 
respect. It is standard, 

The value that lies in being able to rec- 
ognize a gilt edged security was recently 
demonstrated by these very U. S. Govern- 
ment bonds. After Liberty and Victory 
bonds had first been issued, they declined, 
in accordance with money rates, to a point 
very far below par—in the case of certain 
issues to only slightly above 85. At that 
time there was much talk about the low 
estate into which U. S. Government bonds 
had fallen; elaborate plans were drawn 
up and submitted providing various sorts 
of funding arrangements by means of 
which these bonds could he restored to 


bonds shown in the “Middle 
Grade” group of THe Maaca- 
zINE’s “Bond Buyers’ Guide,” which 


readers will recognize as a feature that 
appears every issue in our “The Bond 
Market” department. It would be unfair 
not to point out that a certain degree of 
arbitrary judgment is exercised in group- 
ing these bonds; what our Bond Depart- 
ment styles “Middle Grade,” other authori- 
ties might be inclined to consider superior 
to that rating. However, the conservatism 
with which these bonds are classified 
makes them excellent examples of “Middle 
Grade” issues, 

It will be seen that the issues classed in 
this group represent companies whose 
earnings, although not much less stable, 
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are not quite so secure as those whose 
securities are listed in the gilt edged 
group; or else that they are not so “close” 
a lien upon the properties involved; or, if 
neither of the foregoing, they are classed 
as “Middle Grade” because of the char- 
acter of the industry in which the com- 
panies are engaged. 

It would tiot be a particularly good idea 
to single out certain investors and say, 
“Here, you should confine yourself to 
‘Middle Grade’ issues!” There are too 
many attendant complications. What 
could be done, however—and fairly— 
would be to single out certain investors 
and advise them that they are not justified 
in investing in securities of any lesser 
safety. 


Speculative Securities 


Some time ago the Inquiry Department 
of THe MAGaziIne oF WALL STREET de- 
cided to print a certain sentence at the 
top of every letter sent out. That sen- 
tence reads: 


“Securities classed by us as specu- 
lative should not be bought by small 
investors.” 


The purpose of the warning will be 
clear. No extended experience in finance 
is needed to show that the bulk of the in- 
vesting public is inclined to chance-taking ; 
and even less experience is needed to con- 
vince that chance-taking is not a wise 
policy for small investors—that is, for in- 
vestors whose funds are limited and who 
are not in a position to stand severe losses 
on their commitments. 

“Speculative” securities are securities 
which cannot be purchased with any sub- 
stantial degree of certainty as to the out- 
come of the commitment. In this group 
there should be included such issues as 
the common shares of automobile manu- 
facturing companies—securities represent- 
ing companies doing a business which, 
while far from “hazardous in the extreme,” 
is nevertheless subject to sweeping 
changes. Thus, witness the common stock 
of the General Motors Co., once thought 
well of above 40 (at a time when the com- 
pany couldn’t handle the business it was 
getting), but today a member of the non- 
income bearing ranks and being bandied 
around the market at less than $10 a 
share. 

In the same group are the more remote 
issues of the oil companies, the mining 
companies, the railroad companies; in fact, 
all securities which do not have a prior 
claim on the earnings of the issuing com- 
panies and which represent companies 
whose earning-results, based on the entire 
outstanding capitalization, are not steady 
and ‘dependable. 


Physicians will tell you that certain 
foods are not “good” for certain people. 
The world has had enough experience with 
the medical profession to know that its 
advice is sound and to be willing to follow 
that advice. Perhaps the day will come 
when the honest financial physician will 
be recognized. When it does, about the 
first advice that sort of physician will give 
will be addressed to small investors; and 
it will be much the same as the sentence 
that appears on our Inquiry Department’s 
letters. 
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What Kind of Insurance Is Best for Young 


Man of 25? 


Why 20-Payment Life, with Endowment Option, to Cost $301 
Annually, Is Recommended 
By FLORENCE PROVOST CLARENDON 


HE following letter of inquiry has 

! been received from a reader of THE 

MAGAZINE OF WALL STREET and re- 
ferred to me for answer: 


Dear Madam: Your articles on insurance in 
THE MaGazine cF Watt Street have greatly 
interested me. In fact, I have definitely decided 
to take ont a $10,000 policy. However, there 
seem to be quite a few probiems involved as to 
what company I should give the insurance to and 
also just what kind of insurance would best fit 
my needs. 

I will state my case to you briefly and would 
greatly abpreciate it if vou would give me some 
assistance. 

am a subscriber to Tue Macazine and have 
about $3,000 conservatively invested on the ad 
vice of THe Macazine’s Inquiry Dehaement, 
This brings me in about $130 a year. pres 
ent income is about $2,500 a year, out a0 aes. 
I manage to save from $1,000 to $1,200. I am 
twenty-five years old, single and in perfect 
health. I belicve I could well stand to invest 
$250 a yeer in insurance as a sound investment 
and part'of an investment program, My problem 
briefly, is as follows: 


(1) Should I take a 20-year endowment life 
policy at my age or should I take a 
40-year pelic 

(2) Should 1 = a 20- payment life plan 
with cash surrender felicy? 

(3) Should I take a “‘straight life’ policy? 

(4) How should I select my company’ 
Should I take a mutual, a stock com 
pany or an assessment Company’? 

(5) Upen what points, or basis, should a 
policy be judged? 


These questions may seem a little elementary 
to you, but I ask them because I want to know 
the full facts and thus not be forced to act 
blindfolded. 

My present plan is to take a $10,000-endowment 
pohcy over a period cf 40 years in a mutual 
company. I am considering the Phoenix, Mutual 
Life of New York, Prudential, Metropolitan and 
John Hancock, and I have tried to judge between 
them on the he llewing points: 

(a) Price of premium and liberality of policy 

(b) Strength and future of the company. 

(c) Dividend record. 

(d) Double indemnity clause. 

(e) Loan value. 


—etc. 
Would you please give me some information 
as to “stock,” “mutual” and “assessment” com- 
panies and, if possible, your opinion as to what 


company it would be best for me to invest in? 


Should I divide the $10,000 between two com 
panies?’ Can you give me a list of points 
whereby I will be enabled to determine what 
company to place my insurance with? 

Also, if possible, would you please give m 
your opinion of the companies I have named 
stating which ones you consider to be the three 
best? At present, I have about decided tv apply 
te the Phoenix Company, but I am withholding 
final decision till I can get the opinion of those 
well informed.—J. G. V., Indianapolis, Ind. 

I AM glad that my articles on life insur- 
ance have interested you and thank 
you for your letter. 

I would suggest that you take a 20- 
Payment Life Policy with Endowment Op- 
tion, in the sum of $10,000. Personally I 
think that a 20-Year Endowment Policy is 
too expensive for the average young man; 
while, on the other hand, an Ordinary Life 
policy is less thrifty. If you hope and ex- 
pect to live to an old age, the payment of 
Ordinary Life premiums after age 60 is 
liable to become burdensome. 

Under a 20-Payment Life Policy, with 
Endowment Option, the policy becomes 
paid up by its terms after payment of 20 
annual premiums (in this case at age 45) 
and you could then, if you desired, con- 
tinue to pay the same annual premium 
(reducible by dividends like the earlier 
premiums) for an extended period of 12 
years, when the policy would become paid 
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up as an Endowment (at age 57). In 
addition, there would be payable with the 
face amount of the policy in such case an 
extra payment of $40. When the Endow- 
ment Option is taken advantage of, it 
practically makes the contract comparable 
to a 30-Year Endowment. The premium 
for this policy at your age (25) is $301.20 
annually for $10,000, the premium being 
reducible by annual dividends. 

In the matter of selecting a company, 
it is impossible to say that there is any 
one that could be called “best.” Those you 
name are all good; and there are half a 
dozen or a dozen more that would be 
equally good. The important point is that 
you should take insurance protection 
promptly in a sound and conservative com- 
pany. 

The average business man cannot pos- 
sibly judge the finer points of a life in- 
surance company, and even an expert can- 
not look into the future for the 30 or 40 
years during which your policy may re- 
main in force. The net cost to you and 
the benefits to you are just about what 
you pay for in any one of the good com- 
panies, and you get good value for your 
premiums. 

I would not advise your taking insur- 
ance through an “assessment” or fraternal 


society, and I do not think it worth while ° 


to split up a policy of $10,000. 

It is quite possible that you may marry 
later and have dependents, in which case 
a 20-Payment Life Policy, with continuous 
protection for your family, is preferable 
to an Endowment under which you would 
personally receive the proceeds in cash. 
At any rate, under the 20-Payment Life 
form described, you have twenty years in 
which to decide your preference. 

You can obtain both the Accidental 
Death Benefit (paying double the face 
amount of the policy in event of death by 
accident) as well as the Disability Benefit, 
with waiver of premiums and monthly in- 
come of 1% a month of the face value of 
the policy during the disablement of the 
insured in the majority of the companies 
you mention. 

A handy reference book containing fig- 
ures relating to nearly every company in 
the United States and Canada is “The 
Life Insurance Policyholders’ Pocket In- 
dex,” published by the Spectator Company. 
You could secure this book direct from 
there; or, if you prefer, the MaGazIne 
would probably get it for you. But it is 
scarcely necessary for you to delve into 
statistics in so detailed a manner when 
contemplating the taking of insurance in 
any of the “Old Line” companies men- 
tioned. Their contracts are to a great 
extent similar, with varying benefits of 
practically equal value. 

Married or single, you need insurance 
because it is a safe, conservative and 
practical investment, and any one of 
the companies named can fit you with 
a policy that will suit your needs. 
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What It Costs to Build a Home 


How Much a Comfortable and Attractive Bungalow Requires—Cost of Construction and 
Carrying Charges 


ing. One is the sentimental. The 

other is the financial. 
It’s easy enough to convince a man, or 
a woman, that home building is worth 
while from the sentimental view. Here, 
you play upon a deep-seated ineradicable 


ferns are two sides to home build- 


instinct. It’s as simple as convincing a 
man that he ought to eat three meals a 
day. 

When you get to the financial side of 


it, though, it’s not so easy. The little 
the average man can earn in the way of 
salary and the lot it costs him to 
live nowadays combine to prejudice 
him at the start against any prop- 
osition that involves financial _ risk. 


What Has to Be Done 


The only way to win your point, if you 
are determined to win it, is to present to 
the man a full and complete statement of: 
(1) The cost of building a home, and (2) 
The cost of running it. In other words, 
you must shear the proposition of every 
element of mystery and uncertainty. Then, 
perhaps, Mr. Uncertain will be able to 
summon up courage enough to go ahead. 

We show, on this page, a picture of a 
small bungalow, based on a design special- 
ly worked up for our readers by a prom- 
inent New York architect. Mr. Eisendrath 
says: A Bungalow of this design can be 
erected for $3,200 complete. 

There is your price. Now for a de- 
scription of the home, so you will know 
what you and your wife will have. Note, 
please, that this is the architect’s descrip- 
tion: 

“The bungalow here illustrated is intended to 
be located im a wooded country where rustic 
effects predominate. The design suggests a 
touch of the Japanese atmosphere. The general 
construction can the same as any frame 


dwelling, and only differs in the exterior finish, 
and in the shaping of the main cornice to the 
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lines indicated so as to simulate the Japanese 
bungalc w character. 

‘Also it is especially important that the 
exterior finish throughevt shall not be painted, 


but instead the wood of both the roof and walls 
should receive a coat « stain, so that the 
woodwork shall retain its natural character, and 
yet by means of the stain, will be protected 
against the effects of the elements 

“Another important characteristic to emphasize 
the rustic effect, is that the porch roof shall 























bt ” 
GROUND-FLOOR Py oent 


rcALt ato” 


be supported with timbers formed with unbarked 
tree trunks, and likewise the same material form 


; the porch railing. 


“The chimney and fireplace of the living room 
should be built of rich red color, rough brick 
laid with wide joints in pure white color. 

“The walls and the ceilings of the rooms can 
of course be finished with the usual plaster 
treatment, but for the sake of greatly reducing 
the cost, could be finished with anyone of the 
better quality wall boards, using w od mouldings 
to cover the joints, and thereby form panels 
on all wall sides. 

“Some recent types of wall board can be used 
without wood strips, and therefore made to fin- 
ish same as plain plaster surface, if so desired. 


The wood trim on the interior should be done 
in chestnut finish, with a flat wax finish, for 
the reason that chestnut is inexpensive, and has 
a rich grain texture which the wax finish retains 
and enhances. 

“The outside wall board should consist of 
wide boards laid in the fashion known as ship 
lap, which also produces a quaint and charming 
effect. 

“The plan of the interior is designed to pro 
duce the greatest number of separate rooms with 
the least amount of lost space for hallway, etc., 
and with all rooms having independent access to 
the bathroum, and all of ample size, and provided 
with abundant chset space. 

“The attic space for storage is reached with 
an easy stepping ladder from the passage, as 
shown.’ 


Those “Carrying Charges” 

What would it cost to keep up a home 
of exactly this description? 

Well, the dimensions of this home are 
24x40. The design calls for a decent 
amount of ground around the building. 
Probably a plot 60 x 125 would be enough 
Such a plot, in districts suburban to New 
York would probably cost from $1200 up 
Let’s not be too conservative. Call the 
plot-cost $1,800. (Of course, in less 
crowded, and therefore more desirable 
localities, this cost would be less.) 

Now, there are three main factors in 
carrying charges. They are: (1) 6% in- 
terest on total investment, that is $1800 
for plot and $3,200 for building, or total of 
$5,000. (2) Taxes. (3) Insurance. 

Your total investment, in generous 
figures, will be $5,000, of which 6% 
fe eee eee $300 
Your taxes will not exceed, probably 125 
Your insurance will be cared for 

at a rate of . , i : 25 


i i $450 


In other words, by using such a design 
as this, a man can build an attractive, 
livable and sufficiently commodious home, 
on which the carrying charges will amount 
to about $37.50 per month 
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Y financial situation today is this: 
M I am thirty-three years old, mar- 
ried, wife and two boys. 

My personal property inventories at 
$2,000, which is fully covered by fire in- 
surance. I carry $5,000 life insurance, as 
follows: $2,500 15-payment life; $1,000 
20-payment life; and $1,500 straight life. 
On the first policy named I have paid five 
annual premiums, and on the second, two 
annual premiums. 

I own 7 shares (par value $100) of 
stock in a real estate company dealing in 
cutover lands. The company has been in 
existence three years, but unimproved 
lands did not move very fast during war- 
time and no dividends have been paid thus 


By P. G. E. 


contrary, I have the utmost faith in it, 
first, because I know there is real value 
as well as real estate back of the paper; 
and, gecondly, because the stockholders 
are known to me as successful business 
men and country bankers. 


Real Estate Investment 


Finally, I have a $200 equity in a 40- 
acre tract of land valued at $640. This 
land is situated within a half-mile of what 
it appears to me will become a thriving 
inland town in a few years. With this in- 
vestment I am also satisfied. 

I do not own a house, but live in 
rented quarters, paying $360 annual rent 
for accommodations that, were I to own 
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far. The book value of the stock as of. 
December 31 was $135 a share. 


A Lesson 

The latter was my first investment out- 
side of life insurance and it taught me 
something in the way of investments. 
That is, it taught me that, although you 
may possess a stock that is absolutely 
secure as to the money you have invested. 
and although you may be reasonably sure 
of future dividends large enough to cover 
up lean years and give you a fair rate of 
interest on your investment, these are not 
the only two things to be taken into con- 
sideration in making an investment. The 
stock that I possess has no, or rather I 
should say it has only a very small col- 
lateral value. In times like these when 
there are so many splendid opportunities 
to secure high-grade securities, it is well 
to have paper that you can take to a bank 
in order to back up a loan. 

In the second place; I found out that 
there was no current market for what I 
had. 

These two drawbacks on my investment 
paper are, of course, drawbacks that you 
will always encounter where the issuing 
corporation is a small and localized or- 
ganization. Understand that I am not at 


all sorry I made the investment; on the 


the place, would cost $600. The place is 
large enough so that everything in the line 
of garden stuff and fruits may be had to 
supply the house fully and also have con- 
siderable for market. I also keep a flock 
of chickens to furnish enough of eggs and 
meat, and also help to cut down on the 
grocery bill. 

While I know there is a certain amount 
of satisfaction and pride in owning your 
own home, yet I think it is proper to 
sacrifice that for the difference in cost. 

My regular income is $1,800 a year and 
other receipts bring the total to over 
$2,000. During the war I was able to 
meet all necessary expenses, such as rent, 
clothing, fuel, groceries, insurance, recre- 
ation, medical aid, church, state and char- 
ity on $1,400. In other words, I could lay 
aside $600 a year. This sum I propose to 
save every year until I am fifty and to in- 
vest as follows: 

I intend to invest $600 yearly for 16 
years in 6 or 7% farm real estate mort- 
gages. 

Why Farm Bonds Appeal 

A local trust company is issuing farm 
real estate bonds today in denominations 
as follows: $10, $25, $50, $100, $500 and 
$1,000. These bonds are backed by first 


mortgages on improved farms and are gilt- 






How a Real Estate Bond Buyer Should Proceed 


Six Hundred Dollars to Be Invested Annually at 6%—Result: $30,000 at Age 49 


edged securities. They earn from 6 to 7%, 
and interest in many cases is payable semi- 
annually. Likewise, there is a premium 
usually of 2 to 3% if the bonds are called 
in before maturity. 

This trust company has been in exist- 
ence for nearly fifty years and so far not 
a cent has been lost to any of its patrons 
in either principal or interest. 

These are the bonds that appear well 
to me, since small sums may be invested 
at a good interest rate. With this article, 
I give a table showing what $600 will do 
in sixteen years if invested at 6% interest 
payable annually and reinvested at 6%. 

Such are the results of using the con- 
servative 6%. If I had the least desire 
to retire on the above amount I will grant 
that it would be very modest. But let us 
say that, during the period from 50 to 60 
years of age, I find myself still able to 
earn a living, although not able to lay 
aside anything out of my earnings, I could 
still keep the above amount at interest on 
the plan as outlined. Then if, at the end 
of my three-score years, I should peter 
out, I would have the sum of $29,240.57 
This, together with the dividends on my 
paid-up insurance and other investments 
should bring me ‘way up above the $30.- 
000 mark 


What Are Disstenge Bonds? 


In view of the foregoing article, written 
by a reader of THE Macaztne or WALL 
STREET, it may be of interest to review 
briefly, the mortgage bond field, pointing 
out what it includes and what its oppor- 
tunities are. 

Mortgage bonds represent what is noth- 
ing more than a modernization of the old- 
fashioned real estate mortgage. The dif- 
ference between the two is simply this: 
Whereas the real estate mortgage that was 
worth holding in the old days was beyond 
the reach, financially, of all but wealthy 
persons, the real estate mortgage bond of 
today can be purchased by all classes— 
even by those who have only one hundred 
dollars to invest 

The explanation: The old-fashioned 
real estate mortgage was marketed in one, 
outright sum. The real estate mortgage 
of today is split up into hundreds; and 
bonds sold against each hundred dollars’ 
worth to as many different investors. 

Three prominent kinds of mortgage 
bonds come to mind from reviewing the 
subject. They are: Guaranteed Mortgage 
Bonds, issued on real estate in various 
localities, payment of principal and inter- 
est upon which is promised by the dealer: 
Farm Mortgage Bonds, as described in the 
foregoing article; and Murtgage Bonds 
such as those issued by a certain nationally 
known house—not accompanied by a guar- 
antee, but having the tacit backing of an 
immensely strong organization. 

Real estate mortgage bonds can be had 
today to yield from 5%4% to 7% on the 
investment. They are entitled to a high 
rating, when purchased through responsi- 
ble houses. 
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T. H. HALSEY, who doesn’t like 
R to remember how many years he 
® has served as a member of the 
Governing Committee of the New York 
Stock Exchange, is a great favorite among 
the newspapermen who visit the Ex- 
change library. Whenever they hear a 
new story they seek him out and share 
the joke with him. 

Not long ago Mr. Halsey found “Tim” 
Walsh of the New York World sitting in 
a chair looking out of the window and 
chuckling. 

“What's the joke?” asked R. T. H. 

“Just thinking,” said Tim, “of the won- 











Not long ago, Mr. Halsey found ‘‘Tim” 

Walsh of the New York World sitting in 

a chair looking out the window and 
chuckling 


ierful watch Divine Providence keeps 
ver the world, particularly the United 
States.” 
“How's that?” asked Mr. Halsey. 
“Well,” said Walsh, “look at Russell 
Sage and Hetty Green. What a wonder- 
ful dispensation it was that they didn’t 


pick each other out when they selected * 


life partners!” 

“Suppose they had married each other,” 
-ontinued Timothy, “can’t you see that 
their children would have been cash reg- 


sters?” 
al * 7 


The average newcomer to Wall Street 
enters the district brimming over with 
knowledge and tefling the world his motto 
s: “Take it from me.” That’s why Wall 


Street takes it. 
_— 


Some System 

To the Editor of Odd Lots—Sir: 

Remember the fellow who used to read 
the Abe Martin cartoon every morning 
and dope out a horse race tip just from 
the remarks that was writ over or under 
the cartoon? Funny thing was that the 
cartoons was prepared about 10 days be- 
fore they was printed and long before 
the entries was closed for the race tracks 
but they hit it nearly every time. The 
wise guy in New York used to dope out 
a bird entered at Jamaica on the same day 
some fellow in Nashville would pick out 
a Cumberland Park entry and a Baltimore 
tip-player would find the cartoon pointed 
irretrievably—I guess that’s the word— 
to some selling plater in the last race at 
Harve de Grass. 
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Well, I got that skinned all right, for 
I got on to a new system the other day 
that I and a friend of mine that plays the 
market in the same shop has followed 
three days now and have been doing 
pretty well with, but on account it needs 
more capital than we will have for sev- 
eral weeks—until the system begins to bring 
in real returns—we're willing to tell you 
about it. We have been playing only the 
first four stocks we dope out, but if we 
could play all of them for hundreds in- 
stead of 10 shares each we would soon be 
riding around in Roils-Roses instead of 
having to come to business in our J. G. 
Brill 68-passenger cars. 

However, this system consists in taking 
every morning the headlines over the 
stock market report in your favorite paper 
and finding out how many ticker tape signs 
there is in it. Then if the market was off 
at the close you go short on the first stock 
that comes out and long on the second, 
short on the third and long on the fourth, 
and so on. But if the market was up at 
the close you play the first long, the sec- 
ond short, and so on. It’s a great scheme 
and due to its being simple makes it in- 
teresting. x 

Just to show you how you find these 
hidden stocks, I am adding to this letter 
the first few lines of the market report I 
used this morning, the capitals being mine 
to show how the cymbals is got out of it. 
Here it is: 

SToCK MARkKkeT tReNd 
dOWn, PriCES sAG 

You get the idea, don’t you? Cutting 
out the letters not used you have these 
stocks tipped off: STCKM ARTRN 
OW P CE S and AG. The market being 
lower you begin by selling the first stock 
short, the second you buy, and so on. So 
you get this: 

Sell: ST K AR ROW CE AG 

Buy: CMTNPS 

Of course you know these abbreviations. 
But figure out the capital needed to follow 
only the headlines! I would have to have 
enough jack to go short of St. Paul, Katy, 
Smelters, Reading, Ontario & Western, 
Chicago & Eastern Illinois and Atlantic 
Gulf, while going long of Anaconda, Ma- 
rine common, Texas Pacific, Norfolk & 
Western, Pacific Mail and American 
Sugar. Say about $15,000 margin. And 
while I got a good broker I wouldn’t leave 
that much overnight with any of ’em. 

Maybe you might know some way for 
me to make money out of the system, 
such as selling the tips or something. My 
broker told me to write to a fellow named 
Ignatius Donnelly in St. Louis but the 
letter come back account the fellow died 
and left no forwarding address. Another 
friend who I told this to said to send the 
dope to Roger Bacon, but this was a joke 
he being the fellow who proved Shake- 
speare didn’t write Shakespeare’s plays but 









they was written by another guy with the 
same name. However, you may find the 
plan interesting, so do as you please with 
this. Yours respectively, 
F———_O O'L——— 
. . . 
EXTRACTS 
From the Market Letters of Bunkem 
& Skinnem 

Make your orders read “At the market.’ 
You’ve no idea how much this saves our 
office force after the close of the market. 
Sometimes it’s half after 4 o’clock before 
we can get an evening newspaper with a 
complete open-high-low-last table in it 
It wouldn’t be so bad if we had a ticker 
—but we haven't. 

We are not going to quarrel with any 
of our customers who are trading on thin 
margin. We've been traveling on thin ice 
so long that we have a fellow feeling for 
others. Besides, it’s much easier to clean 
a customer who has a thin margin. 

That Kelly-Springfield break of 6 points 
on the first day of the new year was a 
life-saver, and the technical position of 
many of the non-member brokers was ma- 
terially strengthened. 

* oe . 

Over in the board room of one of our 
leading houses the other day we ran into 
an old acquaintance whom we had not seen 
for a year or more. 

Last time we met he was full of plans 
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The average newcomer to Wall Street 

enters the district brimming over with 

knowledge and telling the world his 

motto is: “Take it from me.” That's 
why Wall Street takes it. 


for sending his two sons through colleges. 
First, he’d figured on Yale or Princeton 
for them (and as he is a Harvard man 
himself that came near proving that some 
Harvard men have intelligent spells at 
times). Then, he wanted them to have 
a post-graduate course, say at Oxford or 
some other shoe town. 

The market must have been going 
against him since we saw him the last 
time, for when we broached the subject, 
saying : 

“Picked out the college for your boys 
yet?” 

He came right back at us with: 

“Yep! The I. C. S.” 








HEN several manufacturing com- 
W panies are producing an article of 

uniform quality that sells at a 
common market price, the one with the 
lowest production cost is generally sup- 
posed to have the greatest commercial ad- 
vantage. However, when we are particu- 
larly interested in comparing the securities 
of these manufacturing companies, many 
factors beside the current cost deserve 
consideration. Such other factors include 


Five Low Cost Copper Producers 


Cost of Production a Vital Element—The Outlook for Copper Shares 


By D. I. CASETT 





MIAMI 











During the first half of 1920 Miami 
operated at about 80% capacity, and then 
dropped to about 70%, its monthly pro- 
duction of refined copper averaging about 
4,632,000 pounds. It has maintained this 
stride during 1921, during which its 














COMPARATIVE STATISTICS OF FIVE LOW-COST COPPERS 


Chile Inspiration Kennecott Miami Utah 

Shares Outstanding 3,800,000* 1,181,967 2,787,081 747,114 1,624,490 
Funded Debt ...» $50,000,000 None $15,000,000 None None 
Working Capital ........ $25,000,000 $9,218,531 $22,814,923 $7,250,128 $21,108,147 
P. & L. Surplus.......... $ 5,178,840 $8,036,651 $16,094,693 $21,861,035 $44,177,422 
Ore Reserves (Tons)...... 690 306,106 72,374,741 264,390,000 52,728,410 364,130,800 
Av. Copper Content (%) 2.12 1,08 2.26 1,41 1.35 
1920 Output (Lb.)....... 111,130,224 79,458,740 117,017,280 55,581,328 101,897,758 
Output per share (Lb.)... 29.2 67.2 42.0 74.4 62.7 
Cost per Lb, (Cts.)...... 13,18 14,17 12,97 11,90 13,14 
Estimated Life (¥rs.)t... 263 16 102 27 96 
Earned per share (1920).. $0,075 $1.94 $0.52 $1.89 $3.03 
Paid per share (1920).... pats $3.50 $1.00 $2.00 $6.00 

*Subject to increase through conversion of bonds. 

+Based on estimated average assay value of reserves and 1920 production, and therefore 
subject to adjustment as these factors change. 














future price to be received for the prod- 
uct, permanence of the enterprise so far 
as its supply of raw material is concerned, 
possible changes in operating conditions 
for better or for worse, management, con- 
trol, and competition. 

With these ideas in mind, it is of in- 
terest to inquire into the conditions sur- 
rounding some of the low cost copper 
producers, in order to observe whether this 
quality is an important or essential charac- 
teristic of some of the most popular cop- 
per shares. The accompanying table con- 
tains statistical data with regard to five 
of the lowest-cost producers during 1979, 
and the list includes the most active cop- 
pers with the exception of Anaconda, 
which although not a low cost producer 
of copper, is in a class of its own as a 
mining and industria] enterprise, and its 
claim to popularity lies elsewhere than in 
its ability to produce copper at low cost. 

It is reasonable to suppose that as the 
unsold supply of copper is reduced, with 
consequent increase in market price of 
the metal, the first companies to resume 
operations will be among the low-cost pro- 
ducers that are not already working, for 
these will naturally have the advantage 
of being able to operate at a profit before 
their less fortunate competitors can do so. 
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monthly production ranged from about 
3,800,000 pounds to 4,600,000 pounds. 
Miami has been in a better position than 
most of the other copper companies, in 
that it has not been burdened with a large 
surplus of unsold metal. The company 
has gone through the depression with fly- 
ing colors, and has continued its dividend 
at the rate of $2 a share. In view of 
Miami’s present satisfactory financial po- 
sition, and the greatly improved outlook 
in the copper industry, it is safe to count 
upon this dividend as the minimum to be 
expected for the next few years. The 
company has been conservatively managed, 
its production costs have been unusually 
low during the past two years, no doubt 
partly on account of the fact that it fa- 
vored some of its higher grade ore during 
periods of high labor costs, and its re- 
serve is ample for some years to come. 
The ore reserves as estimated in our table 
are made up of three classes of ore, as 
follows: 10,700,000 tons of high grade 
sulphide ore averaging 2.26% copper; 
36,000,000 tons of low grade sulphide ore 
averaging 1.06% copper; 6,000,000 tons of 
sulphide and oxide ores averaging 2% 
copper. 

About September Ist the shares were 
selling around $20 and during September, 


October and early November the shares 
were under quiet but steady accumulation, 
resulting in the gradual raising of the 
price to about $23 a share. About the 
middle of November this accumulation be- 
gan to have its effect and the price ad- 
vanced to between $25 and $26 a share. 
Early in December additional strength 
was in evidence, culminating in a price 
of $28 on December 16, following which 
there were reactions to 254% on December 
23, and 26% on January 6. With the 
company in position to take full advantage 
of the improvement in the industry, the 
shares can be purchased to advantage in 
the present dip, or on any subsequent re- 
action to around $26. 





KENNECOTT 








Kennecott may be considered in a stra- 
tegic position of the copper industry, not 
only because its average costs are low, 
but also because of its diversified interest 
in both high grade lode properties, low 
grade porphyry properties, and substantial 
stock ownership in Utah copper, which 
is itself a low cost producer of great 
stability, with an excellent past record 
and a long and prosperous life ahead. 
Kennecott owns its high and low grade 
properties in Alaska, and holds 2,565,976 
of the 2,590,706 shares of the issued stock 
of the Braden Copper Mining Co. Its 
holdings in Utah copper are represented 
by 616,504 shares, which represent about 
38% of Utah’s outstanding stock. Kenne- 
cott owns also 51% of the capital stock 
of the Mother Lode Coalition Mines Co., 
incorporated in May, 1919, and which is 
reported to be developing favorably. 

During the latter part of 1920 the pro- 
duction was held up around 11,000,000 
pounds of copper per month, but early in 
1921 the production was greatly curtailed, 
and has been reduced to about 5,000,000 
pounds per month. Recent costs, exclu- 
sive of certain overhead charges, have 
been estimated as low as 10 cents a pound. 
No estimates are published with regard 
to ore reserves of the high grade prop- 
erties in Alaska, as these are lode mines 
and the reserve is difficult to estimate 
with accuracy, in view of the fact that it 
would not be profitable to block out the 
large tonnage ahead of production. How- 
ever, the ore reserves of the Braden prop- 
erties in Chile are estimated at 176,640,000 
tons of positive ore, averaging 2.45% cop- 
per, and 87,750,000 tons of probable ore, 
averaging 1.87% copper. The estimate in 
our table is a composite of these two 
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classes of ore, and is based on the assump- 
tion that this tonnage will be ultimately 
available. : 

With regard to the technical position 
of the shares, it is apparent that they have 
een under steady accumulation during the 
past three months, and have risen in value 
rom about $18 a share to the recent high 
if $2734 on December 27. The stock be- 
gan to show more than ordinary activity 
n December 9, when the accumulation 
iad been going on for several months, had 
the effect of a sharp rise to 27% on De- 
ember 15, following which there was a 
reaction to 24% on December 22 and fol- 
lowing this, another reaction from 27% 
to 25%. The shares are about to emerge 
from the last reaction and should be re- 
garded favorably at around 26, and fol- 
lowing any subsequent reaction to about 
this level. 





UTAH 











This company needs no introduction or 
review at this time, in view of the recent 
comment thereon in THe MacGAziINne oF 
Watt Street dated January 7, 1922. 
Utah is one of the greatest copper mines 
in the world, and has had a record which 
marks it as a stable and profitable enter- 
prise for many years to come. A mini- 
mum estimate of its probable life after 
allowing for contingencies and possible 
unfavorable developments, allow it thirty 
years of profitable operation. However, 
in view of its large reserve, improvements 
in mining and metallurgical efficiency, and 
other developments which may have the 
effect of perpetuating its existence, its 
span of life may be much longer than 
thirty years, although it may not last the 
ninety-six years as suggested in our table, 
for this figure is based on the 1920 rate 
of production, which is likely to be ex- 
ceeded from time to time, particularly if 
we are to pass into a period of excessive 
copper consumption during the next ten 
years, as some followers of developments 
in our electrical industries would have us 
believe. 

After rising rapidly through six points 
from below 45 to above 56 early in Sep- 
tember, Utah was under steady accumula- 
tion throughout the following five or six 
weeks, and following a sharp reaction to 
below 51 about the middle of October it 
advanced steadily to 66%, the high point 
for the year. Selling ex-dividend on De- 
cember 16, it reacted sharply to 61 on 
December 22, rose to 65% and again re- 
acted to 60%. Following the present re- 
action it should begin another advance as 
a further discounting of the company’s 
proposed resumption of activities sched- 
uled for April. The present dividend is 
equivalent to a yield of only 34%, but 
the stock is discounting the larger divi- 
dend which will probably be in effect be- 
fore the end of the present year. 





CHILE 











Chile Copper Co. controls the largest 
reserve of copper ore in the world, the 
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total tonnage as estimated at the present 
time being greater than the reserve of 
Utah, Kennecott and Miami combined. The 
production was over 111,000,000 pounds 
during 1920 and has averaged about 4,000,- 
000 pounds per month during the latter 
part of 1921. Recent production costs are 
reported under 11 cents a pound, including 
selling and delivery expense but excluding 
depreciation and federal taxes. Operating 
officials hope to attain even lower costs 
as a result of substantially increased pro- 
duction. However, such large increases 
in production as are contemplated cannot 
be reached immediately, but only after in- 
stallation of considerable additional equip- 
ment, the proper adjustments of such 
equipment so as to insure its smooth and 
efficient operating conditions, and the co- 
ordination and adjustment of mining and 
milling astivities, all of which is no easy 
problem with operations on so vast a scale 

In considering the shares, it is important 
to bear in mind, first, the large number 
of shares outstanding, now 3,800,000 and 
subject to the addition of 1,600,000 addi- 
tional shares if the bonds are ever con- 


accumulation level, it would appear wise 
to purchase them only following a sharp 
reaction, or direct attention to issues hav- 
ing greater possibilities for the immediate 
future. 





INSPIRATION 





During 1919 and 1920 the annual pro- 
duction was about 6,500,000 pounds of 
copper. Toward the end of 1920 and dur- 
ing the first three months of 1921, the 
monthly production fell off to about 5,000,- 
000 pounds. Inspiration is one of the latest 
large porphyry coppers. Substantial op- 
erations began in 1915, and the heaviest 
production was over the period from 
April, 1916, to June, 1917, then operations 
were suspended for about two months on 
account of labor troubles. During this 
period of intensive production the output 
was between 10,000,000 and 12,000,000 
pounds per month. Since that time the 
production rose from 2,000,000 pounds per 
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PRICE RANGE OF FIVE LOW COST PRODUCERS 
1919 1920 1921 Points 
— AS —A~- — —A~—- Recent Above 
High Low High Low High Low High 1921 Low 
Kennecott . & 27% 83% 14% 27% 16 27% 11% 
Chile ... ..e. 29% 16% 21% 7% 16% 9 16% ™% 
Miami . .++. 82% 21 26 14% 28 15% 28 12% 
TN i ca Me ae 80% 44% 66% 41% 66% 25% 
Inspiration........ 68% 42% 61% 28 424% 20% 42% 12% 
eines — ————EE a —EE - = 
verted; and second, the large funded debt month, when operations were resumed 
amounting to $50,000,000. after the shutdown, to above 10,000,000 


These shares have been under accumu- 
lation since the low point was reached in 
the market last year, and on December 10 
activity resulting from this long accumula- 
tion, combined with a strong rally in the 
general market, pushed the shares up to 
167%, the high point for the year. Sub- 
sequently the shares reacted to 14%, ral- 
lied to 1634, and then settled to a level 
between 15 and 16. In considering the 
technical position of this stock, it was 
necessary to give attention to the possible 
effect of the conversion priviliges of the 
bonds. The collateral trust convertible 
7s, due May 1, 1923, amounting to $15,- 
000,000, are convertible at any time into 
common stock at par ($25) with a cash 
adjustment as to interest and dividends. 
Observe that this conversion date is about 
sixteen months away, and although the 
recovery of the copper industry might 
easily account for a speculative rise to 
$25 within this period, it is reasonable to 
suppose that every effort will be made to 
make these shares look attractive enough 
for conversion before May 1, 1923. There- 
fore, it is probable that the shares will sell 
around, or above, $25 with a period of 
a year, regardless of ordinary market in- 
fluences. The collateral trust convertible 
“A” 6s, due April 1, 1932, amounting to 
$35,000,000, are convertible at any time 
into common stock at $35 per share. In 
view of these conditions, the convertible 
“A” 6s are not likely to be affected by 
the market behavior of the shares for a 
long time to come. The shares may be a 
good speculation at around present prices, 
but in view of the fact that they have al- 
ready had a substantial rise from previous 


pounds, and then settled down gradually 
to 5,000,000 pounds. 

The period of intensive production was 
marked by relatively high earnings, which 
have fallen off with declining production 
during the past few years. In 1916 the 
net income was above $20,000,000, in 1917 
it fell to $11,000,000, was $8,230,000 in 
1918, $4,180,000 in 1919, and $2,300,000 in 
1920. Dividends were initiated in 1916 
and during this and the following year 
they were earned by a comfortable mar 
gin. However, since 1917 the company 
has distributed more than it has earned, 
so that during the three years ended with 
1920 nearly $5,000,000 has been paid out 
of surplus. 

Inspiration’s ore reserves do not give it 
as long a life as most of the other large 
porphyrys, but sixteen years is no doubt 
long enough for the property to regain 
its investment position before the end of 
the approaching period of prosperity in 
the copper industry. In any event, the 
active life ahead of the property is ample 
for many important speculative swings 
During the latter part of 1920 the shares 
were accumulated until they began to act 
under this influence towards the end of 
October. From October 18 to December 
17 the shares rose from 33% to 42%, then 
reacted sharply in company with other 
metal shares, and most other industrials, 
until they touched a low point at 3754. 
Following a sharp rally to 4134, the stock 
has settled back to between 38 and 339, 
from which general levels a further ad- 
vance is to be expected as activity in the 
industry increases. 
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Texas Company 





Petroleum 






A Powerful Factor in the Oil Industry 


Highly Developed Corporate Policy—Favarable Trade Position—Strong Finances 


HEN in April, 1902, a small group 
W of keen and far-seeing men, under 

the leadership of Charles Gates, 
incorporated the Texas company under 
a 50-year charter, they probably did not 
foresee that they had laid the foundation 
to one of the largest independent oil com- 
panies, whose rapid growth and world- 
wide development is outstanding in the 
history of the petroleum industry. 

Gates was associated with men like J. S. 
Cullinan and W. H. Sharp, who knew the 
oil game and all connected industries 
through and through, and he had the bene- 
fit of the legal advice of the late Judge 
Autrey, a recognized legal authority and 
prominent figure in Texas political life. 

From its infancy the Texas company 


By E. R. LEDERER 


turns from these investments created 
prompt response whenever new stock of- 
ferings were made in order to provide for 
sufficient capital for the necessary expan- 
sion of the company’s interests. Liberal 
terms were made to the many thousands of 
employees to permit them acquisition of 
stock and increase their income from 
salary and bonus, also through dividends. 
This policy created loyalty and faith in 
the wisdom of the management and is a 
strong tie between board, stockholder and 
employee, which can only benefit the com- 
pany’s prosperity. A few figures will 
prove this: The stockholders invested 
since 1915 the sum of $121,450,000 in stock 
subscriptions. At the end of 1920 the out- 
standing capital was $130,000,000, or 381% 














TEXAS COMPANY 
Ratio of 
Working 
Assets Liabilities Working Capital Capital 
to Gross 
5 
1912 (June $18,712,474 $3,527,968 $15,184,506 105.38% 
1918 (June 34,001,818 7,106,782 26,875,036 103,90% 
1914 (June 31,429, 8 6,328,908 25,100,894 96.82% 
1915 (June 35,608,201 8,048,204 27,559,997 104.43% 
1916 (June 52,988,414 14,164,070 38,774,344 102,83% 
1917 (June 60,315,258 16,438,523 43,876,735 80.56% 
1918 (June 84,160,949 20,104,276 64,056,673 80.00% 
1918 (Deo. 90,220,281 26,342,942 63,877,942 71.76% 
1919 (Dec. 111,953,074 40,833,434 71,119,640 69.04% 
1920 (Deo. 145,395,701 28,362,395 117,033,306 81.95% 

















was favored by a strong organization, wise 
management and loyalty of its employees. 
It withstood, therefore, without any ill 
effects depressions in industrial life and 
a few severe disagreements among the 
members of the board, the most critical 
probably, when Cullinan and Autrey and 
their friends and followers left the ranks 
in 1914 and started a large oil venture of 
their own which soon attained prominence. 

There is no doubt that to all these men 
and to the rapid development of the Texas 
company is due great credit for the promi- 
nence the state of Texas has today as an 
oil-producing and oil-refining state. 

The Texas company soon outgrew the 
boundaries of the native state and carried 
the Texas star all over the world where oil 
products are used. 


Financial Position 


The financial position of the company 
is an enviable one from every viewpoint. 
The management has adhered always to 
the policy of financing the growth of the 
company through stock subscription by 
the shareholders; good and regular re- 
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over the $27,000,000 capital in 1912. To- 
day the capital of the company is $164,- 
450,000, or 261%4% more than it was a 
year ago. 

There is only one bonded debt outstand- 
ing, namely, $32,749,000, out of $35,000,000 
authorized 7% notes, due March 1, 1923, 
covered by a semi-annual sinking fund of 
$2,500,000, and quick assets equal to 150% 
of the liabilities; this is one of the best 
and safest investments among oil issues. 
During the banner year of 1920, gross 
earnings showed a gain of $39,819,734 
over the previous year, or an increase of 
38%; net profit exceeded the 1919 figure 
by 52%. Expenses in 1919 took 71.64% 
of gross earnings, in 1920 only 68.84%. 

Gross earnings in 1920 show an increase 
of 883% over 1912 earnings and grew two 
and one-half times more rapidly than the 
capital. The profits of foreign subsidi- 
aries are not included in these returns and 
would increase earnings considerably. 


Avoidance of Losses 


The clear financial policy of the man- 
agement guarantees wise investments and 


Once fig- 
investment does not 
come up to expectation, such property is 
disposed of immediately and always to the 


prevents operations at a loss. 
ures prove that an 


benefit of the stockholder. This was 
found to be the case with the Central 
Petroleum properties, which were sold at 
$5,500,000, saving large expenses for de- 
velopment at a time when the company’s 
own production and storage was ample to 
take care of the market. 

On the other hand, there are always 
large funds in the treasury with which to 
take advantage of favorable conditions 
permitting the purchase of production 
when the market is low. 

The crude oil stored by the company 
during the depression last summer in- 
creased by about $30,000,000 in value by 
the end of December, 1920. 

The acquisition of the enormeus sul- 
phur deposits at Hoskin Mound in Texas 
should prove to be a very valuable asset 
and a source of considerable income to 
the company’s stockholders. During the 
last three years these sulphur beds have 
been proven up and are now estimated 
to be good for 17,000,000 tons of sulphur, 
worth between fifty and sixty million dol- 
lars. The near future will show if the 
company will simply turn the stock in 
this sulphur company over to the share- 
holders as a gift—which it can very well 
afford to do—or let them subscribe for it 
at probably very favorable terms. 

Subsidiaries 

The Texas company is engaged in all 
three branches of the petroleum industry 
—production, pipe-line transportation and 
refining. Up to 1917 the first two named 
lines of business had to be carried out, 
under the Texas state laws, by a separate 
company, the Producers’ Oil Company, 
whose entire stock was owned by the In- 
dustrial Securities Company, a Texas com- 
pany subsidiary. 

As soon as the legislature permitted the 
holding company to engage in producing 
and pipe line transportation the former 
two companies were dissolved and the 
Texas Pipeline Company of Texas with 
$14,000,000 capital and the Texas Pipe- 
line Company of Oklahoma, capitalization 
of $6,000,000, were formed. These two 
companies take care of the companies’ 
production and pipe line system in Texas, 
Oklahoma, Midcontinent, Kansas and 
Louisiana. 

The total crude production of the com- 
pany during 1920 was 34,271,829 barrels, 
of which over 22,000,000 were produced in 
the United States. 
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The daily production today is over 70,- 
000 barrels and is increasing continually, 
especially since the company entered the 
Mexia field. The company owns in fee 
over 350,000 acres and under lease prob- 
ably near to 2,500,000 acres. Drilling op- 
erations cover practically every proven oil 
field in the States, with the exception of 
California and the Eastern fields. Some 
of them have been most successful, pro- 
ducing large gushers, like the Abramswell 
and many others. 

The extended pipe line system of the 
Texas Company brings the oil from the 








TEXAS COMPANY 


EARNING POWER 
(July, 1910-Dec, 81, 1920) 
Net profits available for divi- 

SEED | duwasenseneconstesese $137,365, 844 
Annual average ...-......+++ $13,082,461 
Percentage earned: 

On $51,050,781, the average 

outstanding capital stock. 269.08% 

Annual average ......+.... 25.62% 
December 31, 1920: 

Tangible assets applicable to 5, aan, 000 


(10%) . asset per 
share (5, 720,000. shares) $39.57. 




















large producing fields to the refineries and 
terminals; about 1,500 miles of large main 
lines and many hundred miles of laterals, 
with large tank farms and pumping sta- 
tions, keep the refineries operating at full 
capacity and transport far over 100,000 
barrels of oil a day. The total steel stor- 
age of the company is estimated at over 
35,000,000 barrels, with an additional emer- 
gency storage of 10,000,000 barrels. 

Through the Texas Steamship Com- 
pany the Texas Company operates a fleet 
of fourteen tankers of about 80,000 dead- 
weight tons; another big tanker is report- 
ed as ready for sea and one under con- 
struction, bringing the total tonnage near 
to 100,000. A large fleet of sailing ves- 
sels, tugs, cargo carriers, barges, etc., com- 
pletes a well operated marine transporta- 
tion equipment. 

The company entered Mexico in the 
early stages of development in that coun- 
try. It started out in 1911 in the Panuco 
field and got some of the biggest wells 
there. The Texas Company of Mexico 
extended its activities also over the Light 
oil district and soon became an important 


factor in Mexican oil exports. It owns 
about 6,000 acres in fee and 150,000 acres 
in leases; during 1920 and 1921 the ex- 
ports averaged 1,000,000 barrels a month 
The salt water has naturally greatly re- 
duced the Mexican production, but no 
doubt the outfall in Mexico will be re- 
placed by production from other foreign 
countries. 

The Mexican installation is of consid- 
erable size, two 8,000 barrel topping 
plants, one in Tampico and one in Port 
Tobos with two large loading terminals 
with berths for three tankers in Tampico 
and two on the coast, take care of the 
crude transported to Tampico by barge 
lines from Panuco (20,500 barrels a day) 
and through pipe lines from the Lower 
light oil field (50,000 barrels a day). Up 
to 1918 the income from this Mexican 
subsidiary was not very satisfactory, but 
a radical change in the management in 
1919 transformed the 1919 deficit into a 
considerable surplus for 1920. The par- 
ent company owns securities amounting to 
more than $21,000,000 in all the foreign 
subsiciaries. These cover almost the en- 
tire world with bunkering stations, ware- 
houses and distributing stations. 


Foreign Business 


The scope of the Texas Company’s for- 
eign business is enormous and the most 
energetic policy is maintained to plant the 


Bombay, Calcutta, Rio de Janeiro, Cape 
Town, Johannesburg, etc., provide large 
territories with Texaco products. Quite 
recently agencies were established in China 
and Japan. 


Enters South America 


Last June the Texas Company obtained 
control of the Carib Syndicate, Ltd., and 
the latter’s valuable Barco concession of 
1,250 square miles and leases of 1,400,000 
acres in the Magdalena and Atlantic Coast 
district of Colombia. 

The Texas Company paid $5,000,000 
for 51% Class B stock in the new Carib 
Company of Maine and controls, with 
seven directors out of eleven, the manage- 
ment of the syndicate affairs; the original 
owners of Carib Syndicate got four places 
on the board and 41% Class A stock. 
However, a very conservative development 
policy will be established by the experi- 
enced board of the Texas Company and 
the stockholders are well protected against 
any promiscuous and expensive campaign. 


Refineries and Terminals 


The refineries of the Texas Company 
rank with the best and most efficient ones 
in the country. The oldest plants in Port 
Arthur and Port Neches, operating since 
1906, were the first ones in Texas. The 
Port Arthur plant has grown since to 
45,000 barrels capacity, producing every 








*On $130,000,000 stock at 25 par. 








TEXAS COMPANY 
EARNINGS 


(Gross, net per share and surplus since 1912) 





Net Per Share Surplus 
203,882 $8.16 $2,456,876 
6,663,123 24.68 7,500,000 
6.185.914 20.62 11,135.974 
6.393.326 21.31 14,529,301 
13,898 .861 87.56 25,078,162 
19.724,526 85.54 40,270,188 
20.640.991 29.75 64,667,429 
8.201.726 12.68 60,000,406 
18.671,416 21.96*° 77,505,491 
$1,089,372 5.98° 63,342,793 





**On $85,000,000 stock at 100 par. 











Texaco star even in the farthest corners 
of the world: Australasia, South Africa, 
South America, England, France, Belgium, 
Germany, the Philippines and West Indies 
have separate subsidiary Texas compa- 
nies. Well equipped storage plants in 
Norway, Sweden, Netherland, Italy, in 


known grade of mineral oil products. 
Special plants manufacture cans, cases, 
drums and barrels; the dock facilities, 
power plants, water works, gas plants 
represent the last word in modern con- 
struction. With the rapid growth of this 
(Continued on page 437.) 
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Train of Tank Cars Pulling Out of a Texas Field 
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HE immediate future of the public 
utility companies is brighter and 
more definitely assured than that of 
any other class of industry. The past 
four or five years have probably been the 
most trying in the histories of our big 
public service enterprises, but as general 
conditions return to normal, increased 
earnings will be the order of the day. 
With the possible exception of a few 
traction situations in cities where an an- 
tagonistic political adminstration holds 
sway, the large majority of utilities can 
see decidedly better times ahead. The 
reasons are so apparent and have been 
emphasized so many times in the columns 
of this Macazine that it is quite unneces- 
sary to go into a detailed discussion of 
the various phases of the underlying con- 
ditions that so completely assure a bril- 
liant future for the public utilities. Suf- 
fice to say that over the past several years 
the various public service commissions 
throughout the country have, quite gen- 
erally, granted increases in rates which 
are likely to remain in effect for at least 
several years to come. Where in obtain- 
ing these increased rates the burden of 
proof fell on the shoulders of the com- 
panies to show that the old rates did not 
permit them to earn an equitable return 
on invested capital, the shoe has now been 
placed on the other foot, and in order 
to reduce rates the public service com- 
missions and municipalities must assume 
the burden of proving that the companies 
are obtaining what is more than a just 
compensation. Furthermore, costs, both 
of labor and materials and supplies, are 
rapidly coming down, which must inev- 
itably reflect increases in net earnings. 


$5,000 in Public Utilities 


A Diversified Investment Yielding Over 7% 


By J. R. CRANDALL 


A Sound Investment 


In view of this strong position of the 
public utilities, many investors are turn- 
ing to the securities of these companies 
for the investment of their funds. As a 
suggestion to those investors interested in 
the utilities the accompanying list has been 
prepared to cover the investment of about 
$5,000. The list has been prepared with 
the idea of selecting sound issues in strong 
companies, and it is designed to meet the 
requirements of a thoroughly conservative 
and diversified investment. . 

It will be noted that the list is divided 
into three classes of securities. Over 60% 
of the total sum is to be placed in bonds; 
about 20% in preferred stocks; and the 
balance in common stocks. The bonds, 
which, of course, constitute the backbone 
of the investment, are all mortgage issues 
and have been selected primarily from a 
standpoint of giving the highest average 
yield possible consistent with complete 
safety of principal. The preferred stocks 
have been included for the specific pur- 
pose of bringing up the average yield, and 
the common stocks—well, to add just a 
little zest to the whole. 


The Bond Group 


The New York Edison First and Re- 
funding 6%s, which head the list, have 
been recently issued in amount of $30,- 
000,000. The bonds run for 20 years and 
are non-redeemable for the first fifteen 
years, after which they may be called at 
105 on any interest date on 60 days’ no- 
tice. The New York Edison Company 
and the United Electric Light & Power 
Company (its principal subsidiary) com- 
bined, serve directly the entire Borough of 


Manhattan and the greater part of the 
Bronx, city of New York. The territory 
has a population of 3,000,000, the largest 
served by any electric light and power 
company in the world. 

The First and Refunding 6%4s are spe- 
cifically secured by pledge with the trustee 
of $30,000,000 First Mortgage Bonds (en- 
tire funded debt) and practically the en- 
tire capital stock of the United Electric 
Light & Power Company, and they also 
constitute a direct mortgage, subject to 
underlying bonds of about $38,071,000, on 
the entire property of the New York Edi- 
son. The properties of the New York 
Edison Company and the United Electric 
Light & Power Company, exclusive of 
working capital, represent an investment 
of over $220,000,000, as against a total 
outstanding debt of only $68,071,000. A 
consolidated statement of earnings for the 
two companies for the year ended Septem- 
ber 30, 1921, showed net earnings of $14,- 
642,730 available for total annual interest 
charges of $3,644,720, including interest on 
the new 6%s. 

Owing to the fairly large outstanding 
amount of this issue and the fact that the 
bonds are listed on the New York Stock 
Exchange they are assured of a ready 
market at all times. They constitute one 
of the most desirable public utility invest- 
ments in the country. 

The Brooklyn Union Gas Company 
serves practically the entire county of 
Kings, New York, with gas, and through 
subsidiaries a large part of the Borough 
of Queens. The First Consolidated Mort- 
gage Bonds are outstanding in amount of 
$14,698,000 and are a first mortgage on 

(Continued on page 430.) 

















$5,000 IN PUBLIC UTILITIES 
Amount Interest 
to Be Name of Co. on 
Purchased Maturity Dividend Lowest Location of Appr. Appr. Appr. 
Bonds Security Rate Redeemable Denom. Market Price Cost Yield 
$ 500, N. ¥. Edison Co......... Ist Lien & Ref, Mtg. Oct. 1,1941 6%% Bonasteemate N. ¥. Stock Ex... $106 $ 530 5.95% 
or yrs., @ 
105 thereafter $ 500 
1,000, B’klyn Union Gas Co..... Ist Cons, Mtg....... ep 9, Se BB ocesccscesccose $1,000 N. ¥. Stock Ex... 88 880 6.00% 
500, Southern Cal, Edison Co.. Genl. & Ref. Mtg.... Feb. 1, 1944 6% 105 to Feb. 1, 1942 GED cocceesece 100 500 6.00% 
102 thereafter. $ 100 
500. Pacific Gas & Elec Co..... Ist & Ref, Mtg. Ser. A Dec. 1, 1940 7% 110 to Dec, 1, 1930 SE eantssexne, 525 6.50% 
105 thereafter. $ 500 
1,000, B’klyn Union El, R. R. Co, Ist Mortgage......... FO re 1,000 N, ¥. Stock Ex... 75 750 7.00% 
DeteR BamRBe ccc ccc cccccces ss ccccccccccccccccccecesecccvcceces Senddhebensetedsscosancesaweeswcdentenetaseeseseseseseses $3,185 
Preferred Stocks 
BW chawen Werth Banat. Gdrcccccccce ccccccccccecesccccccce ceccccccece i: weceesneneence N. ¥. Stock Ex... 89 $ 585 7.70% 
Py CE i ccc senegy 0660600608660066006008 Seecconsese 7k ‘eweeeckeswans Philadelphia Ex., 85 525 8.57% 
Total Preferred Stocks.............ssesssees ieubbeeteiinshenesntiie sicandatanticaseaka ies setchebdebinninuiiciamenad $1,110 
Common Stocks 
Sshares Detroit Edison Co........ 0  ..-.scessees Seine. sstanenandn ik ©. peasemmnibictbediaite Detroit Ex........ 100 $ 500 8.00% 
Sshares Columbia Gas & Eleo, Co, .........++. OESSCECESS ese scccccce reser N.Y. Stock Ex... 67 $55 8.95% 
Total Common Steck....0. csecesccccccccccceesse seccscccscecccccececcecescceessssessserssees eacccccscccccccscccsces § O55 
ML <i. cc chawbnsabeanebedh Obese ohlweeeesounetenakde Gobeenened duns bulcucdensdekuiseunuen $5,150 7.10% 
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Public Service Corp. of New Jersey 





Lean Period Left Behind 


Company Slowly Recovering from High Operating Costs and Faces a More Prosperous Period 


HE Public Service Corp. of New Jer- 
sey is one of the largest public utility 
properties in the United States. 

The company was incorporated in New 
Jersey in May, 1903, and controls through 
stock ownership the Public Service Rail- 
way Co. the Public Service Electric Co., 
and the Public Service Gas Co. Through 
these companies and through their sub- 
sidiaries the Public Service Corp. operates 
substantially all the electric power and 
light, gas and street railway business in 
the larger cities and more populous sec- 
tions of the State of New Jersey, and 
serves a steadily increasing population 
estimated at more than 2,500,000. The ter- 
ritory served includes many important in- 
dustrial centers, such as Newark, Jersey 
City, Elizabeth, Bayonne, Trenton, Cam- 
den, Paterson and Passaic. 

The population of the municipalities 
served increased from slightly over two 
million in 1910 to two million six hundred 
thousand in 1920. 

Table 1 shows the increase in the op- 
erating revenues of the companies’ three 
lines of business, This increase, which for 
the periods given resembled a geometrical 
progression, was partly due to the rate 
increases granted the different companies. 

Unfortunately, the net income available 
for fixed charges, and the balance after 
charges available for dividends, did not 
increase in any such proportion. As a 
matter of fact the fixed charges were 
earned with a larger margin of safety in 
1912 than in 1920. The balance for divi- 
dends in 1912 was nearly as great in 1912 


as in 1920, although there was only $25,-, 


000,000 of stock outstanding in 1912, as 
compared with $40,000,000 in 1920. 

The answer is that the company is doing 
business with less profit or at a greater 
loss than in 1912. This is, of course, true 
of many public utility companies and some 
have been forced to pass dividends and 
default on interest payments. 

As has been the general experience, the 
electric light properties have shown the 
most satisfactory earnings, and the street 
and interurban railways have given deficits. 
For example, in 1920 the Public Service 
Electric Co. showed on the balance sheet 
a net income for the year of $3,813,372, 
and the Public Service Ry. and Public 
Service R.R. a net deficit for the year of 
$812,757. The fixed assets of the former 
company are shown at about $37,000,000, 
as compared with about $103,000,000 for 
the last two companies. The Public Serv- 
ice Gas Co. showed a net income for the 


year of $1,757,523. 


Net Income 


The net income of the electric light com- 
pany was larger in 1920 than in 1919 or 
1918. That of the gas company was alsc 
larger in 1920 than for the two previous 
years. The railway company in an inverse 
manner showed a larger deficit in 1920 
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By JAMES E. HALSTED 


In 1918 it had shown a very small net 
profit, 

As the fixed assets of the electric com- 
pany have increased since 1912 at about 
the same ratio as the number of meters in 
use and have increased less than the kilo- 
watt hours sold, it appears that the addi- 
tions were proper and well utilized. 

The fixed assets of the gas company 
have increased since 1912 slightly more 





| TABLE I. 
Railroad Electric Gas 
Properties Properties Properties | 
1904 .. $8,415,278 $3,502,811 $5,378,440 
1912 .. 15,262,426 7,582,373 9,809,669 | 
1920 .. 27,990,695 23,660,578 20,908,069 | 
| 











rapidly than the amount of gas sold, as 
measured by m. cu. ft., and a great deal 
faster than the number of meters in serv- 
ice or the miles of mains in use. 

The traffic density of the railway com- 
pany has increased slightly. There was 
approximately 5.3 revenue passengers per 
car mile in 1904, while in 1912 there was 
6.4, but in 1920 this had dropped to 6 
rhe revenue passengers per car hour were 
about 5.6 in 1920, as compared with 5.4 in 
1912. 

For the three years ended December 31, 
1920, the company on the average recon- 
structed annually, with new or the same 
rails, some 22 miles of track. This hardly 
appears to be sufficient for a company with 
538 miles of first main track and 300 miles 
of second main track and turnouts 


Depreciation 


Chis brings up the subject of deprecia- 


of 1959, not included in the above amount, 
are pledged under the 7% Secured Bonds. 

The earnings of the company for the 
last three years reported, and for 1912 (to 
show a pre-war year), have been as indi- 
cated in the accompanying table. 

Earnings for the twelve months ended 
October 31, 1921, were reported, but not 
from official sources, to be considerably 
better than for any previous period. 


Changes in Rates 


\ rate increase in gas service of 25 
cents per 1,000 cu. ft., which went into 
effect August 1, 1920, would naturally im- 
prove the 1921 earnings over those for 
1920, because they would be in effect a 
longer period of time. Furthermore, the 
company has very likely been able to buy 
its coal in 1921 for considerably less than 
it paid in 1920. 

It is reported that the New Jersey Pub- 
lic Service Commission has in January of 
1922 ordered the abrogation of the 25 per 
cent war surcharge imposed upon whole- 
sale electric power users of the Public 
Service Electric Company. However, as 
to the effect on the earnings of the com- 
pany, the board was quoted as saying that 
the company, after eliminating the sur- 
charge next month, will still earn enough 
money to meet its obligations, pay divi- 
dends of 8 per cent and appropriate an 
ample amount for amortization of fixed 
capital, as well as a substantial increase. 

This company, as well as the gas com- 
pany, has been greatly benefited by 
cheaper coal prices. 

The Public Service Railway Co. in 1920 
operated on a 7-cent fare and 1 cent for 
transfers. Effective August 5, 1921, it was 





1912 
Oper. Rev. $32,654 
Oper. and Non Oper. Rev . 16,092 
Bond int, and Rentals of Sub. Co. 11,289 
Net Inc. of Sub. Co.. 4,803 
| Inc, Available for Fixed Charges 4,803 
Int. on Fixed ae 2,749 
a Ce 2 scsseses 2,053 
Div. on Pfd. ‘ san 
Div. on Com........... 1,500 











TABLE II.—PUBLIC SERVICE CORPORATION OF N. J 
(000 omitted) 





1918 1919 1920 
$52,997 $59,136 $72,318 
16,531 15,855 16,960 
12,320 12,443 12,324 
4,211 8,412 4,636 
6,108 5,365 6,495 
4,282 4,351 4,276 
2,662 1,013 2,287 
sas 669 804 
1,800 1,350 1,200 











tion. Although it is difficult to prove that 
reserves for depreciation have not been 
adequate, it is believed that these reserves 
have not been sufficient and that the in- 
come accounts have been overstated by 
that amount. 

The capitalization of the Public Service 
Corporation of New Jersey was reported 
to be, upon the completion of recent 
financing, as follows: 


Capital Stock: oe 
Preferred Stock, 8% Cumulative. - eae 
Common Stock ..... 30, 

Funded Debt: 

Gen, Mtg. 5. F. 5% bonds of 1959.. 32,911,000 


Perpetual 6% Int. Certificates...... 19,130,285 
20 Yr. Seoured 7% Bonds due 1941 10,000,000 


$14,000,000 of Gen. Mtg. S. F. 5% Bonds 


permitted to charge 2 cents for transfers. 
On October 12, 1921, a decision was hand- 
ed down allowing the company to charge 
an 8-cent fare and 1 cent for transfers. 
This increase should raise the company’s 
net revenue by a very appreciable amount, 
and enable it to show a surplus instead 
of a deficit. However, it is not expected 
that it will give more than the company 
should be expected to receive, based on its 
valuation of $125,000,000, for reproduction 


as of January 1, 1921. 


The company is attempting to secure a 
10-cent fare, and the State of New Jersey 
is trying to get the 8-cent fare set aside. 
In view of the experience of companies in 

(Continued on page 430) 
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On Selling Short—Opportunities in Preferred Stocks—The Status of Brokerage Houses—Real 


sis a speculative operation, and 

purely as such it should not gen- 
erally be undertaken by the unsophisticated 
investor—or by the investor who believes 
he is something of a trader. 

When the average man undertakes 
to sell short, he does it for a number of 
unsound reasons. Either they are “too 
high,” or “the rise has gone far enough” 
or he does it “for a turn,” or being 
originally a bull, he becomes a “sold 
out bull” (the latter means: a “bull” 
who has taken his profits too soon). 
The latter is a bad offender; he is in- 
clined to sell short out of resentment, 
and as a general rule only covers when 
he is compelled to do so by the state of 
his margin account. Other unsound 
reasons are just as numerous, but the 
majority of such reasons are sufficient 
to stamp the operation with the plain 
seal of speculation, and cause the prac- 
tice to be derided, and the operators 
to be cordially detested by the real 
investor. 

“The chronic bear” is another animal 
of the species, whose side of the fence 
is often as not with the raiders. We 
have seen their savage assaults on the 
market in the past year, and know the 
anguish they have caused. Such short 
selling can be called “speculative” out 
of courtesy only. We could give it a 
harsher name. 

With these unfavorable features of 
short selling eliminated, we believe the 
real investor can—for investment pur- 
poses—“sell short,” either technically or 
actually, and benefit his entire plan of 
gaining, saving, and investing. Note 
that the process is a cycle, since in- 
vesting is often more gain (income) and 
further reinvestment. 


SOMETHING TO CONSIDER 


If the investor entirely ignores the 
short side, or the fact that the market 
goes down as often as it goes up, he 
will have to stay inactive for a year, 
two years, and even more at a time. 
Life is short, and a few years of in- 
activity a great loss. 

Selling stocks, commodities, etc., 
short is merely selling in advance, or 
in anticipation of lower prices prevail- 
ing for said stocks, etc., when the time 
comes to deliver them. The building 
contractor, for example, gives you an 
estimate for your house or factory 
based upon the cost plus profit he hopes 
he will secure everything that will 
eventually go into the structure, that 
will be delivered to you in the future. 
He makes his price $10,000 to $100,000 
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“® ELLING short” is in the last analy- 


Estate Mortgages 


and agrees to deliver it for that, not- 
withstanding that he hasn’t a single 
brick, joist, or girder on hand. He 
hopes to “cover” his requirements be- 
low the cost sold. 

Note this usual business expression: 
“T have enough to cover my require- 
ments.” Have you ever considered its 
significance in relation to short selling. 
Here the word “cover” has no taint of 
speculation, yet when many perfectly 
legitimate business transactions are 
analyzed, it is surprising how close 
they come to plain “short selling,” and 
most decidedly of a _ speculative 
character. 


“FUTURES” AS SHORT-SALES 


If the farmer plants his acres, he 
speculates that his side-partner—Dame 
Nature—will provide her share of the 
H O, phosphates, nitrates, heat and 
kindness to his crops. He stakes his 
broad acres, his seeds and his sinews 
against the possibility of the side 
partner “coming across” (excuse the 
slang). If the farmer sells in advance, 
whether it be cotton, wheat, corn or 
oats—he is actually “selling short” if 
not actually gambling on the possibili- 
ties. A deal in “futures” is nothing but 
short selling, but the wise farmer with 
an assured crop ripening or on hand 
has much to gain by selling short 
through the medium of futures. 

Whether or not an investor should 
sell short, and if so whether the 
transaction is speculative, depends very 
largely on the transaction itself. 

It is claimed that large investors in 
Corn Products, St. Paul, American Lin- 
seed and other stocks have held their 
stocks intact in their strong boxes, and 
were yet short of them at the same 
time. They sold part, it is claimed (the 
writer has no proof but the probability 
is strong) on the big advances, with- 
out attempting to deliver the certifi- 
cates out of their vaults. Such stock 
was borrowed on the open market, the 
borrowed stock delivered at high prices, 
and stock repurchased later in the open 
market to return to the lenders—at very 
much lower prices. The original in- 
vestments, therefore, remained  un- 
touched, and could reasonably be 
intact even at this time. But, it has 
been possible to secure a succession of 
large profits that have marked down 
the “investment line” to very low fig- 
ures or far less than nothing! 

The advantages to the market itself 
are too obvious to need extended dis- 
cussion. The panics on the Tokio 
Stock Exchange and Vienna Bourse 


last year were due to the absence of 
“shorts” who might have been large 
buyers on the declines. The terrific 
advances of hundreds of points in Ger- 
man industrials on the Berlin Bourse 
would have been impossible with short- 
sellers on hand. The spectacular de- 
cline of 1,000 points in a single security 
in one day on the same exchange a few 
days ago would have been impossible 
with shorts on hand to stabilize the of- 
ferings on the decline. The Leiter 
corner will be remembered principally 
for the fact that when the banks threw 
over this operator’s holdings in the 
Chicago “pit” amounting to about 80,- 
000,000 bushels in a single day, the 
whole lot was taken by “shorts” with- 
out disturbing the market, nor even the 
price. Without shorts, the “pit” would 
have seen the worst panic in _ its 
history. 

We have long since recognized the 
adage—there are two sides to the 
market. You do not have to be a 
chronic bull nor a chronic bear to make 
money. Both make their share at 
times. The only kind that is out of it 
—is the chronic hog. We have advo- 
cated safe and sane short selling at 
times with strict regard for its invest- 
ment value, and as a means of marking 
down investments. Whether you sell 
the one or the other short makes no 
real difference to the transaction—a 
market order is quite impartial. If you 
make 10 points on the short side, and 
you hold Union Pacific at 120, figure 
that “Union” has been reduced to 110— 
and you will make more out of your 
investment in Union Pacific or any 
other investment by crediting that in- 
vestment with the profit on a short 
trade undertaken for insurance, profit 
or investment. Your mental attitude 
toward the trade, and the way you use 
the profit, almost decides its character. 


PREFERRED STOCKS 


The recent decisive action in the bond 
market was gratifying to us because 
we believe the majority of our readers 
held bonds at much lower levels. We 
are unqualifiedly bullish on bonds from 
the beginning of 1921, and our more “sea- 
soned” readers had their opportunity. 
New readers will ask: “What next?” 

The order in which a broad swing 
takes place in investment issues is a 
natural sequence of events. Gilt-edge 
bonds rise first through the purchase 
of rich people and institutions com- 
pelled to “keep moving,” investment- 
wise. They have to place their money 
out at interest, and at the end of a bear 
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market usually play safe. That is one 
great reason why Liberties and Vic- 
tories had their great rise. Next in 
order came the gilt-edge, “legals-for- 
savings banks,” and strong underlying 
issues. Next came (or rather, are com- 
ing along in good shape) the middle- 
grade, strong to medium bonds. When 
all the latter are no longer very attrac- 
tive from the income viewpoint, we 
should see a very substantial further 
rise in the speculative investment bonds, 
the income and adjustment type (the 
Hudson Manhattan 5s pointed the 
way), and bonds whose status is little 
better than the preferred stocks that 
follow them, if any. 

Preferred stocks have not had a big 
rise as yet, and their yield on the aver- 
age is far out of line with bonds. The 
reason for this is: the bulk of invest- 
ment money, institutional funds, trust 
funds, savings bank investment, na- 
tional bank funds, corporation surpluses 
and the like go into bonds first. The 
public in general does not start a move; 
it comes in when the move is well under 
way, and goes on with it long after the 
original interests are “through.” A 
bond is a general type of investment 
suitable for every person and every type 
of institution, and the bond list—in a 
healthy investment market—must first 
be exhausted of bargains before the 
general securities list commences to 
receive the earnest attention of big 
money. 

We aim to put our readers “one 
jump ahead,” so to speak. We believe 
they will now find their big opportunity 
in preferred stocks which have hardly 
commenced to move. By “preferred 
stocks” we do not mean securities that 
have that name by courtesy, but the 
investment issues that are seasoned, 
maintained their dividends throughout 
1920 and 1921, and paying such divi- 
dends at this writing. The preferred 
stock that has come through such a 
test will, or should sell no higher than 
a 5% to 6% basis within a year. 

Subject to the qualification above, 
and with due regard for their specula- 
tive investment. character we cormmend 
to our readers’ attention the follow- 
ing preferred stocks, as having  in- 
teresting possibilities, namely: Marine 
preferred, International Agricultural 
preferred, American Hide and Leather 
preferred, American Writing Paper 
preferred. 


A NEW PROBLEM 


The failure several weeks ago of a 
reputedly strong and prominent house cre- 
ates an entirely new problem for the 
nervous investor. Indeed, the average 
conservative business man need not be 
accused of “nerves” when the incident re- 
minds him in a painfully vivid manner that 
which we emphasized in this magazine 
only recently, namely, that he should try 
to limit his market operations to one 
chance :—the movement of his security; 
not the solvency of his broker. 


Truly, this disgraceful incident, which 
cannot be dignified by milder terms, not 
only hurts its victims—the unfortunate 
customers of the house—but places the 
investment world at large 'twixt the devil 
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and the deep sea. If Caesar’s wife be 
not above suspicion, where shall we find 
purity? 

Fortunately, the institution we call 
“Wall Street” is as sound as the bedrock 
on which it stands. The shock of the 
Wagner failure also serves to remind us 
that the tremor is not even felt by the 
hundreds of solid houses that remain. 
This new failure by a comparatively young 
but large house might impede the prog- 
ress of the newer houses who are striv- 
ing for recognition on a basis of good 
faith. They will now have to overcome 
a new dose of suspicion and fear on the 
part of the new—and even the old—cus- 
tomer. It creates a new problem, particu- 
larly for the out-of-town customer far 
removed from the best facilities for pick- 
ing and choosing the most reliable broker. 


AN ULTRA-CONSERVATIVE WAY 


The distant investor, not thoroughly fa- 
miliar with the financial status of his 
brokerage house, and not satisfied with 
the formula “membership on the N. Y. 
Stock Exchange, in good standing, and 
therefore reliable” need not cease or re- 
strict his relationship with “the Street,” 
or stop investing because a big newer 
house fails. There are plenty of others 
who can readily prove their worth and 
reliability, and who do not ask to be ac- 
cepted merely on faith, or on the strength 
ot their reputed “bigness” alone. If this 
fails to satisfy, there remains an ultra 
conservative way of going about it al- 
though we rather hesitate to advocate too 
generally the method herewith—which 
has many limitations. 

Any bank or trust company will buy 
or sell stocks and bonds for its customers. 
All such institutions have their regular 
brokerage connections; they are heavy 
buyers and sellers of bonds for their own 
account; they know the caliber of their 
brokers. Surpassing this advantage, how- 
ever, banks and trust companies do not 
usually part with money before receiving 
their securities. They buy C. O. D. 
That is what you or I cannot do in 
Wall Street very easily; without a pre- 
liminary 20% deposit. 

The banks do not carry your stocks on 
margin in the sense ordinarily understood. 
You can establish a credit with your bank, 
however, and borrow substantially on good 
securities. Buying and selling through a 
bank is also an excellent safeguard against 
the tendency toward risky speculations, 
because the knowledge that your bank 
considers your security “too risky” to 
place in a loan, may warn you to stay 
out. 


REAL ESTATE MORTGAGE 
SITUATION 


We believe and hope that every reader 
of this magazine owns his own home, or 
intends owning it. It is better to own a 
mortgaged home rather than none at all. 
Our correspondence reveals that a sub- 
stantial percentage of our readers are 
vitally interested in real estate mortgages 
both as borrowers and owners of mort- 
gages. This important branch of essen- 
tial investment has not received the atten- 
tion it deserves. The situation today de- 
serves serious study, and the thought that 
the prevailing rate of interest—from 54% 


to 6%—seems out of line with the trend 
of money conditions, suggests action and 
opportunity of a money-making and 
money-saving kind. 

The real estate market is a laggard. In 
the East at least it has been picking up 
slowly since 1918. Its trend has been up, 
with a sympathetic reaction some months 
ago from which it seems to have fully 
recovered. We look for an era of great 
activity in 1922 and for some years to 
come thereafter. Money should be more 
plentiful for the purpose from now on; 
which, translated into Wall Street terms 
means “easier money” and falling rates of 
interest. Speaking in a general way, real 
estate first mortgages—providing other 
conditions as to locality and equity are 
right—are going to prove remunerative in- 
vestments at present rates of interest. 
Conversely, the borrower should now hes- 
itate to tie himself down to long term 6% 
first mortgages. He should not fear an 
early maturity, and hesitate before re- 
newing at present rates for a longer period 
than three to five years. Even second 
mortgage money should not be procured 
at too large a rate if the owner's stake 
in the property is very substantial, first 
mortgage small, and consequently the sec- 
ond mortgage well secured to the lender. 

The rise in bond market is a warning 
to the mortgage borrower and investor 
that a new order of things is imminent. 
The cycle of downward values and high 
interest rates was apparently ended—ac- 
cording to our observation, experience, 
and investigation around the middle of 
1918. The real estate money rate has 
been slow to readjust itself and our read- 
ers should so arrange their affairs as to 
take advantage of the change, and as ex- 
plained, be in a position to make or save 
money by being forewarned of these con- 
ditions. 

An attractive method of saving to great 
advantage, and thereby also making a 
sound interest-bearing investment, is to 
pay off your high-interest mortgages—if 
allowed to do so by the terms thereof. 
If you pay off $1,000 of a 6% mortgage, 
this is the equivalent of buying a $1,000 
gilt-edge bond yielding 6%. If you save 
6% on $1,000, you are making $60 an- 
nually. The gilt-edge security is your 
home and yourself. You probably could 
not find a better investment. The more 
you pay off, the better your chance te 
renew, or to find a lender at 5% later on 
for the lesser amount and greater security. 


DIVERSIFY YOUR HOLDINGS 


There is nothing like variety in life and 
this can apply to many phases of it. Cer- 
tainly in matters relating to investment, 
there is greater security in diversifying 
one’s holdings than in concentrating on one 
or two issues. A $10,000 investment in 
ten good issues is a better business under- 
taking than $10,000 invested in one good 
investment. The reason is obvious. 

From a speculative viewpoint, also, di- 
versification pays and pays well. It re- 
duces the risk and thereby increases the 
value of the original investment. A single 
good issue might, after a time, turn out 
a disastrous commitment, but if the com- 
mitment were made in ten different issues, 
it is possible that several would turn out 
badly but not likely that all would turn 
out badly. 
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1B ock E. —waews 74 % 1 100 4 116 7 
roadwa ‘xchange o. Pf epee 54% 27 102 I 169% +43 131% Hh i 9 
y N a. fa ae % 105% 24% 110% % 83! 0 127! 12 
ew York Do. P * jennie 5 47% 4, 11% 88i, 104 , 57 . = 
Bethio, ae sox bey unait ag ise | 71 soe St $1083, 7 
Do. 7% Pid... sioakian wet ne” gest. 1seie = Jt is rth 7 
cape: 8% Pra. aeenes en ey Be 156% 64% fe 13 283, 
Calif. _—<—_ ...° 47 % 59% % 92 4 «eo, $21 
1) i ee 
55 MS ppedipeaitataikioe ‘ ** y 8 rn 1 : 
Tt) 7aM% «16 50 seve 116 99% 9314 = = - 
p+ ir = es = $897, s 
56% 1542 74 53% $1041, > 
” 50% 265 68%, 8 
451, 6 
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Active Stocks’ Price Range 


Pre-war 
Period 
$A, 
1909-13 
High Low 
INDUSTRIALS—Continued: 

Calif. Petro. Pfd........... 95% 45 
Central Leather ........... 51% «616% 
Bo. PEE. .ncccccccssccces lll 80 
Cerro de Pasco oeeneececcese a on 

Chandler Mot, ...........+> ° 

Chile Copper ......s..see0ss ee 

Chino Copper .........s.s+. 60% 6 

Geen GEER ccccccccccccccsee i 

Colum, Gas & E.......... - 

Columbia Graph. ........... a , 

Consol, Cig .......-sseeeees - ais 

Consol, Gas .......-.eeeeee 165% 114% 

Comm Bred, ..cccccccccccccs 26% ™% 
aneneanessunes 98% 61 


Do. Pfd. 

Crucible Steel .........+..-+ 6% 
Cuba Cane Sugar - 

Cuban Am, Sugar. 
Fisk Rubber 
Freeport Tex. 
Gen's 
Gen’l 
Gen’l 





Gt. Nor. 
Haskell-Barker 
Houston Oil 
Hupp Motors 
Inspiration 
Inter. Mer. 


Inter. Paper 

Invincible Oil 

Island Oil 

Kelly Springfield 
Do. Pf 


Kennecott 
Keystone Tire 
Lackawanna Steel 


Do. B 
Philadelphia Co. 











Phillips Pet. ........+++++> 
Pierce Arrow ....+6.seeeees ee ee 
BEE, cccccccccccccces -_ 
Pittsburgh wr onncennenns *29% *°10 
Pressed 56 18% 
Do. Pfd. 88, 
Punta Aleg. oe 
Pure Oil - 
Ry. Steel Spe 22% 
Do, Pfd. 901, 
Ray Cons. Cop 27% 1% 
Sentento Steal sdeacesseses es aa 
Republic I. & 8.........+.+ 49% 15% 
Be. BOE. ccccccccccccccce 1114 464% 
Republic eee neeeeeesees - - 
Royal or yt eeeccceces 
Ghell T. & B.....cceececees 
Sinclair Con. Oil.......--.+. 
Sloss Shef. Steel...........- 23 
Btand, Oil N. J.......-+++> *448 4 *322 
WO, BEE, cccccccccccccces od 
Stromberg Carb. .........6-eeeeeeree : 
Studebaker 15% 
Do. Pfd. . 64% 
Superior Steel +“ on 
Tenn, Cop. & Chem........ . - 
TNS GR. cccccceceetccccces 144 74% 
Tex. Pac. Coal & O......... es a 
Tobacco Prod 100 
Transc’al O. 
United Fruit 
Un, Retail Stores 
Uv. 8. Food 
U. 8S. Ind. Alco 
Uv. 8. Rubber 
Do. Pfd. 
Uv. 8. Smelt. &R 
WZ. B. Bteek. .cccccccccvccses 
Do. Pfd. 
Utah Copper 
Vanadium .......--- 
Va.-Caro, Ch 
Pfd. saetewen® 
Western Union ....... -.-. 86% 56 
Westinghouse Mfg. ........ 45 24% 
White Motors ......-... . . -“ 
Willys Overl’d ............. 75 *50 
Wane B Bde cceccescccccess - aa 
ne ere 177% ‘76% 
*Old stock. tBid price given where no 


be included in Post-War Period. 
for JANUARY 21, 1922 





War 
Period 
1914-18 
High Low 
81 29% 
123 25% 
117% 94% 
55 25 
109% 56 
39% 11% 
7 31% 
54% 14% 
*166 0°97 
150% 112% 
50% #7 
118% 658% 
109% 12% 
16% 24% 
*273°0— *38 
70% 25% 


*850 | -°74% 
99% 72% 
80% 19% 

116% 79% 
50% 22% 
54% 27% 
86 10 
1% 2% 
74% 14% 

Sy 
3 
24% 
9% 
85% 36% 

101 72 
64%, 25 
46% 11 





48% 21% 
65 25 
109 &8 
58% 87% 
88%, 17% 
109% 69 
51 29 
148% 381% 
78% 19 
105%, 75 
87 15 
6 18 
112% 72 
77 31 
86 56 
67% 25% 
93%, 19%, 
*800 *355 
45'4 21 
195 20 
119% 70 
96 30: 
21 11 
243 112 
82% 25 
178 105 
64% 5% 
171% 15 
804 44 
115% 91 
81% 20 
136%, 38 
123 102 
130 48% 
60% 15 
114% 80 
105% 53% 
74% 32 
€0 30 
*325 15 
84%, 42 
151 814 
sales made, 


Post-War 
Period 
—___———. tComplete Year 
1919-20 -—1921 
High Low High Low 
86% 63 88 68% 
116% 380% ##43% 22% 
114 80% 96 57% 
67% 24% 36% 23 
141% 59% 8&6 38% 
29% 7™, 16% 9 
50% 16% 29% 19% 
43% 18 43% 19 
69 89% 67% 52 
7% 9 12% 2% 
80 51% «659% «= «18% 
106% 71% £95 71% 
105% 46 99% 59 
109% 97 112 96 
278% 52% 107% 49 
59% 16% #£=2 5 
*605 21% 338% 10% 
55 10 19% 8% 
64% 12% #$£.}20% 9% 
160 $2), 78%  #39% 
176 116% 143% 109% 
42 12% 16% 9% 
95 64% 75 €3 
94%, 58% 73% £«§60 
94 €9 85 69 
934, 7 44), 26% 
109% 70 86 62% 
52% 24% ##35% 25% 
78% 82 50%, 
116% 55% «86 40'% 
23% 4% 16% $=10% 
68% 28 424%, 29% 
67% 10% 17% ™ 
128% 67% «86 36 
33% $1% #=i17 11% 
91% 30% 73% #j 38% 
47% «19 26 5% 
™% 4 4% 2 
164 25% 54% 382% 
110% 75 94 70% 
43 14% #+jL7% 16 
126% 18% 17% 8% 
107% «45 58% 32 
38% 14% #+.214% #+£4W 
9% 12% 7™ 
148 167% 84% 
14% 28 15% 
10% 16% 10 
28% 338% #2 
634% 87 67% 
8 15% 9 
66 89 47% 
16% 39 20% 
*67 46 321, 
. 41% 381% 
35 50% 27% 
67 79% 38% 
64% j71% =%%S4% 
48 80 35% 26% 
“4% #j2086% 4% #16 
99 15 42, 9% 
111 59 88 21 
™”™% «4 66 52 
118% 59 96 48 
106 90%, 104 83 
120 40 51% 24%, 
61% 29% 40% 21% 
107%, 68% 99%, 67 
112 92%, 109 98 
27% 10 16 11 
93% 30 39% 18 
145 55! 73% 41% 
106% 84 96%, 75% 
74% $1146% $=24% 5 
123% 49% 69% 40% 
90%, 3% 49 30% 
64% 20 28% 16% 
89 43 56 32', 
212 142%, 192% 124% 
118% 100% 114%, 105', 
118%, 2% #46 25%, 
151 87% 938% 48% 
104% 76 108%, 83 
60 32 48 26 
17% 64 il 6% 
57% 40640 48 29 
195 22 36% 15% 
115 46 72 45 
62% 5 13 6 
224% 157 207 95% 
11944 45% 62% 46% 
91% #116 27% 8, 
167 56% 74% $%§.|g5% 
143% 53 79% 40% 
119% 95% 103% 74 
78%, 29% 39% 26 
115% 76% 86% 70% 
117% 104% 115 105 
97% 4% 66% 41% 
97 28% 41 25% 
92%, 24% #j.@2% $%=.% 
115% 88% 102% 57% 
92%, 80% 94 76 
59% 52%, 38% 
86 30% “#4 2914 
401, 5% 10% 4% 
104% 34% #£«%47 27% 
136% 100 139% 105 


Last 
Sale 


Jan, 12 


1922 


pe2%, 
30'% 


Div'd 
$ per 
Share 


‘ 


a 


: ton 


*e4 4e0 @ 


os 


weaeecowewrnr 


o 


~ 


1 @r 


5.20 
74 


a: «ao 


a. a 


a 


+Commencing next issue, 1921 range will 





THE TREND OF 
INVESTMENT PRICES 


N 1914, it cost about $24,000 

to purchase an income of 
$100 a month. To-day, such an 
income can be bought for less 
than $20,000, with no greater 
risk of principal. 


The fundamental trend of in- 
vestment prices, until a year 
ago, had been steadily down- 
ward for many years. There is 
reason to believe, from a study 
of underlying conditions, that 
it will be upward for a long 
time to come. 


In other words, present oppor- 
tunities to purchase a safe in- 
come at low prices may not be 
repeated for a long time to 
come. 


We shall be glad to explain the 
reasons for this reversal in the 
trend of prices, and to submit 
recommendations to investors 
who are interested in the pur- 
chase of conservative securities. 


Mc DONNELL& (Oo 


120 BROADWAY 
NEW YORK 


York Stock Exchange 





Members New 





SAN FRANCISCO 


LOS ANGELES 























FELLOWES 
DAVIS & CO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 


62 BROADWAY 
NEW YORK 
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The 
Successful 
Investor 

























Investigates before pur- 
chasing securities, not 
after; don’t buy because 
someone says this or that 
is good. The successful 
investor studies the finan- 
cial statements, annual 
reports, earning powers 
of companies whose se- 
curities he contemplates 
purchasing or in which 
he is interested. If you 
are unable to obtain this 
data, we will gladly sup- 
ply it, also give you un- 
biased analytical reports. 


We invite your inquiry 


McClellan, Righter & Co. 


Members New Ycrk Stock Exchange 


82 Beaver St., New York 




























































How To Invest 
For An Income 


Every intelligent individual 
who is engaged in the essen- 
tial task of creating a sink- 
ing fund for his family and 
himself, is confronted with 
the problem of placing his 
capital in a safe place and 
deriving an income there- 


from. 


If he lives out of town, there 
is no reason why he cannot 
satisfactorily invest his funds, 
with the helpful co-operation 
of our Mail Service Depart- 
ment. 






We shall be glad to mail 
a copy of our booklet 


“Investing by Mail’’ 


to those interested on request. 











GRAHAM & MILLER 


Members New York Stock Exchange 
66 Broadway 







New York 






















ANSWERS TO INQUIRIES 


(Continued from page 402) 








year $10,000,000 ten-year 8% notes were 
sold. 

All things considered, we have not been 
over-enthusiastic about this stock and have 
generally advised against purchasing, ex- 
cept on reaction. A good many people 
feel, people that are well informed, that 
the tire industry is a little overcrowded 
at the present time and conditions in the 
tire trade is the important question to con- 
sider, but there is no doubt whatever but 
that Kelly-Springfield can hold its own 
with the best of them. 





AN INVESTMENT SWITCH 
A Reasonable Venture 


Years ago I beught a few shares of American 
Locem: tive preferred in the late 90s. Now, how- 
ever, in view of the high price of the stock, I 
had thought of selling end investing the proceeds 
into cn equal number of shares of Fressed Steel 
Car preferred and with the surplus buy General 
Motors 7% debenture stock. I want to kncw if 
vou approve of the idea.—L. F. E., Massies Mill, 

a 

Pressed Steel Car preferred stock issue 
totals $12,500,000. As of December 31, 
1920, the working capital of the company 
alone was $8,229,000. For the past 10 
years earnings have averaged 17.31% on 
the preferred stock per annum. In view 
of the large assets behind the preferred 
and the large earning power, it would ap- 
pear to us that this stock is very well 
secured. 

General Motors 7% debentures are fol- 
lowed by over 20,000,000 shares of com- 
mon stock and there is no funded debt. 
This security appears to be rather strongly 
intrenched and we believe it has good pos- 
sibilities. 

In switching from American Locomotive 
preferred into these two stocks you are 
not getting securities of quite as high a 
grade, but we believe them to have good 
possibilities and are inclined to the opinion 
that a switch would prove profitable. 





INVESTMENT FOR A YOUNG MAN 
Preferred Stocks Desirable 


I am 27 vears of age, unmarried, have no de- 
fendents and enjoy good health. I had cne year 
tn high school and three vears in an agricultural 
school. At present I am emploved in a steady 
position on a small village form otened by a 
tecalthy woman. My wages are $75 a month 
with board and rocm and I save $50 a month, 
My savings up to date tctal $500, also one share 
of Northern Pacific, and one share of Atchison 
preferred. When I am 30 I intend to get 
married and either buy or rent a small farm, so 
will need ali my cabdital at that time. 

During past two years I have studied in- 
tensely the Macazine or Watt Street and such 
other literature I could get. Would you con- 
sider it advisable and not too risky to buy one 
share each of such stocks as International Motor 
Truck 1st preferred, American Sugar preferred, 
Atchisen common, Union Bag & Paper, Famous 
Plavers preferred, Bethichem Steel B, or would 
you buy only preferred stocks?—L. E. G., Guil- 
ford, Conn. 


As we judge from your letter that you 
desire to make your investment conserva- 
tive, we would avoid common stocks and 
limit purchases to good preferred issues 
and bonds. If you prefer to purchase pre- 
ferred stocks, there is an excellent list to 
choose from that can be regarded as rea- 
sonably safe. Of course, some common 
stocks are in very strong position and 
they are almost as secure as preferred 
stocks and you might make an exception 
in the case of Atchison common and pur- 


chase one share of that. The outlook for 
American Sugar preferred is a little un- 
certain and we would suggest instead Cal- 
ifornia Petroleum 7% preferred selling at 
a little lower price. International Motor 
Truck Ist preferred is a little speculative, 
but we believe it to have very good pos- 
sibilities. 

Famous Players preferred, Bethlehem 
Steel preferred, Allis-Chalmers preferred 
and Goodrich preferred. we also regard 
favorably. 

COCA-COLA COMPANY 
Attractive for Speculation 

I should be glad to receive such information 
as you have available regarding the Coca-Cola 
Company, its prospects and earnings. Under- 
stand new interests have bought into the com- 
pany.—H. L. O., Buffalo, N. Y. 

Coca-Cola made an excellent showing in 
1921; for nine months ended September 30 
the company earned $4.75 on its common 
stock. When the fact is considered that 
the corporation did not work off its high 
priced sugar until November 1, it can be 
readily seen that this is an excellent show- 
ing. This corporation is now working on 
low cost sugar and it is anticipated that 
1922 will show up very much better than 
1921. It is understood that the bank loans 
of the company which stood $8,466,000 on 
December 31, 1920, have been reduced to 
about $2,000,000. 

New interests have certainly bought into 
the company in the past year, but we are 
unable to say just how large a percentage 
of the stock is now controlled. 

The stock looks like an attractive spec- 
ulation, although it is not a security we 
would like to have for a permanent invest- 
ment, for the reason that there is always 
a possibility of severe competition making 
itself felt. 

MISCELLANEOUS STOCKS 
Fair Speculative Possibilities 

I hold some odd lots of Carbon Steel, Pierce 
Oil common and Niles-Rement Pend common, I 
purchased these stocks at higher prices and 
would like briefly your opinion as to whether 
they have any possibilities of coming back.— 
S. D., Brooklyn, N. Y. 

In our opinion the outlook for Pierce 
Oil common has improved very much re- 
cently, one reason being the recent financ- 
ing which has put it in good shape and 
another the fact that there is a new man- 
agement in charge, which is regarded as 
a competent one and which should produce 
better results. 

Carbon Steel Company for the year end- 
ed December 30, 1920, reported a deficit 
after depreciation of about $150,000. The 
balance sheet as of December 30, 1920, 
showed a fair financial position with ac- 
counts and bills payable of $1,061,000 as 
against cash and accounts receivable of 
$2,111,000 and inventories of $1,609,000. 
In past years the company has shown large 
profits and the stock appears to have fairly 
good speculative possibilities. 

Niles-Bement-Pond for years has shown 
a good earning power. This year business 
has fallen off, as it has with all machinery 
manufacturers, but recently there has been 
quite a little improvement. We regard 
the stock favorably as a speculation. 
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AN ADVISABLE SWITCH . 7 e - 
For Profit , a Sy xt = = 


I wish to thank you for your very valuable D i 
advice, given several months ago, in regard to 
Computing-Tabulating-Recording stock. Follow. = 
ing your suggestion I purchased 200 shares at an ? 
average of about 37 and still hold them. In view ; 
of the fact that at present prices I have about o A 
thirty points profits, do you believe it advisable 
for me to take it? If so, is there anything else 
you would care to recommend in the eome oe, ” >] 
that is to say a semi-speculative security that has -ve: T° ° 07, I ] 
good possibilities?’ —R. A. H., Cleveland, O. A 15 year Bond Yielding 7.73 ,¢ =]) 


We believe it would be sound judgment 





2) 
to take your profits in Computing-Tabu- Warren Brothers Company y 
lating-Recording Co. around present levels. = - C ] 
While we believe that this company has . 1 ° E 
a splendid future the advance in the stock = 2% prego Debenture 
has been substantial and it is quite likely : 
that the opportunity may be presented at Oo d Bonds 2 
some future date to buy into this stock : 
again at a lower level. + Due January a. 1937 5 
As a switch we suggest Martin-Parry . . c ~ 
Corporation. This company is a manu- Denominations $1000 and $500 E 
facturer of commercial automobile bodies. ; 2 
It has developed a system of manufactur- These bonds may be converted into Com- p] 
ing standardized parts which has brought mon Stock at $30, $35 and $40, depending on 5 
costs down to so low a figure that it now time of conversion. = 
dominates the field in its particular line. ; —_ - 
Capitalization -consists of 100,000 shares Me on dividends of $1,920,162 and Stock 5 
of stock of no par value. There is no <! ividends of $800,000 have been paid during 5 
funded debt or preferred stock. Working past thirteen years. 41S 
— of -y — . — Sas cue ! Preferred and Common Stocks have present : 
equal to $13 a share. In awe Wee market value of about $2,588,000, constituting = 
earned per share and in 1920 $3.11. Earn- bstantial ity behind th b . 
ings for the first nine months of 1921 in- a substantial equity behind these onds. 3 
dicate that the present dividend rate of $2 = The stability of this business has been 
will be covered with a fair margin to : demonstrated by nearly twenty-two years of > 
spare. It is well known that the year successful operation by this organization. 5 
1921 was a very poor one for the auto- = 


mobile accessory companies and the out- 
look for 1922 is much brighter. From 
business now in hand and to be reasonably 
expected, it is estimated that the company 
may show as high as $6 or $7 earned this 
year. At present prices of around 21, 
the yield is 9.5%. 


CITY OF WARSAW BONDS 


Descriptive circular on request 


Paine, Webber & Company 


Cstablished 1880 


A Gamble Bond Department 

of Wie teed ae oe TS BOSTON NEW YORK CHICAGO 
pure gamble? Is Poland worse off than Ger 82 Devonshire St. 25 Broad St. 209 La Salle St. 
many or have they a better chance of pulling 
through?—M. E. E., Great Works, Me. PHILADELPHIA WORCESTER MINNEAPOLIS 

City of Warsaw Municipal 5s we should ALBANY SPRINGFIELD ST. PAUL 
regard as a pure gamble. Poland, if any- HARTFORD PROVIDENCE DULUTH 
thing, is worse off than Germany as re- MILWAUKEE DETROIT GRAND RAPIDS 


gards its currency. Last reports are to 
the effect that the country is still printing 
money as fast as the press can turn it out , 
and under these circumstances it does not MUTNW VMN vw TT 
appear that the currency will ever come _ 

back, at least to any marked degree. Sug- 
gest leaving these bonds alone. 





























JULIUS KEYSER 


Improving Position 





Will be good ugh to let hav 
sepert om Julius _ &— y ae I ‘have fol REO MOTORS 

2 ith int t t securi- 
ties but have Cnet seem omvthing om this com COLUMBIA MOTORS 
pany.—D, J. J., Holyoke, Mass. 

For the year ended: Angust Si, 1981, LINCOLN MOTORS PACKARD MOTORS 
Julius Keyser reported net profits after AMERICAN LIGHT and TRACTION 
inventory adjustments and Federal taxes Th k ll listed Detroit Stock Exchange and especially active at present 

st cS are a isted on roit Stoc xchange ~ 7 resent, 
per scen ge agcephedi unig ® —--sedb eda A “aaieae ene of these companies has been prepared and will be sent on 
Cc Ss request. 
the previous year. Current liabilities as 
of August 31, 1921, totaled about $5,000 LEE, GUSTIN @ COMPANY 
000 as against cash and accounts receiv- ’ Rictins Bint Shad cline 


able of $4,100,000 and inventories of $6,- DETROIT 
339,026. In view of the fact that the com- DIME BANK BUILDING o 
(Continued on page 441.) 


for JANUARY 21, 1922 














F you are inter- 

ested in the 
Government and 
Municipal bonds 
of any of these 
countries, we shall 
be glad to send 
you _ information 
covering descrip- 
tion of security, 


France 
Gt. Britain 
Holland 
ltaly 





Japan interest and ma- 
Norway turity dates, de- 
Sweden nominations and 
Switz. redemption val- 
So. Amer. ues, etc. 


Ask for Circular M-W.401 


HUTH & CO. 


30 Pine St., New York 


|= Telephone John 6214 4 











We offer for 
Conservative Investment 


First Mortgage 8% 
Convertible Gold Bonds of the 

U. S. Automotive Corp. 
which is a complete unit in the 
Automobile Manufacturing 
Industry and has net tangible 
Assets over 4 times after 
this issue with a Trust Indenture 
Maintaining 125% quick 
Assets 

also balance sheet shows earnings 


nearly 

3.7 times interest charges 
on this issue .of Bonds which 
Yields over 8% with attrac- 
tive 

conversion privileges 


For complete details 
request circular MW 8 


Edward W. Clucas 


Member New York Stock Exchange 


74 Broadway, New York 
Tel. Bowling Green 1380 


























THE BOND MARKET 


(Continued from page 389.) 





















*AVERAGE+PRICE*OF*40 -BONDS* 


1 


25 RAILROADS 


INDUSTRIALS 


“U-5- GOVT- BOND < AVERAGES~ 


4 STREET RAILWAYS 
2 PUBLIC UTILITIES 
1 MUNICIPAL 





























1921 


100 
NON- TAXAB 


95 


90 


AXABLE 


85 





as 1922 

















Current Bond Offerings 


UNICIPAL and State financing 
M continued the feature of the new 

offering department of the Bond 
Market during the past fortnight. <A 
glance at the attached table, necessarily 
condensed, gives an idea of the prepon- 
derance of the financing of this type that 
is being done. Among the more impor- 
tant issues of the class were the State of 
Louisiana issues, including $1,000,000 5% 


gold bonds, maturing 1923-1962, and 
$6,000,000 Port Commission 5% bonds, 


maturing 1931-1971. 


In the railroad group, new financing was 
limited to comparatively few companies, 
with a Ist and collateral mortgage bond 
issue by the Baltimore & Ohio Railroad 
interesting, though small, in view of the 
yield basis (6.50%) upon which the issue 
was offered to the public. 

Industrial financing was at a minimum. 
Three fair sized issues—one on oil, the 
second a manufacturing company and the 
third an automobile concern—composed 
the important issues. It will be noted that 
these issues were marketed on a 7.40% to 
8% basis. The necessity of paying this 
high rate for money is, of course, the 
chief deterrent to the many industrial 
concerns which would have good use for 
new funds obtained at less severe rates. 

Public utility financing was fairly heavy, 
with the enlarged demand for securities 
in this field well demonstrated by the ra- 
pidity with which they were absorbed. 

The character of the new financing to 
be done is not considered likely to alter 
in the early future. The handicap in favor 


of municipal financing is not likely to be 
removed, 


so that opportunities in this 


41¢?meaesie gigs oe 


D 








100 


% 
85 








| 








IMPORTANT RECENT OFFERINGS 


Municipals 
Name: Maturity 
Cambridge, 0., School 
sunimeivtetaxes 1923-43 
Cy. of Butler, Pa, 
Road 5%s ........ 1926-30 
State of Louisiana. 
See WP accaceeuace 1923-62 
City of Seattle, Mu- 
nicipal 5 & 6s..... 1927-41 
Salt Lake City, 54% 
i  cthimunnman 1922 
City of Charleston, 
W. Va., Public Im 
provement 5s ..... -33 
City of Dallas, Road 
DE tecnnscctenens 1935-50 
City of El Paso, Gold 
D. aiehieasaenntios 1959 
State of N, Carolina, 
UP seecesunes 937-52 
City of Wheeling 
meee, GS cocceces 1930-53 
State of Louisiana, 
Port Comm’n 5s... 1931-71 
Railroads 


Cin,, N. O. & T. P. 
Ry. Co., Equip. 6s 1921-35 
Gt. Northern Ry. Co., 


Ist & Refdg,. 4%s. 1961 
B. & O. Ry. Co., Ist 

B Gel, @ ccccoces 1959 

Industrials 

Shaffer Oil & Refdg. 

Me GR enccacoteees 
Eastern Mfg, Co., Ist 

oe SW eces «++. 1988 
U. 8. Automotive Cor- 

poration, Ist 8s...... 1981 


Public Utilities 


Illumi- 
nating Co. of Boston { 1923 


Edison Elec, 


5% Gold Notes .... | 1925 
Providence Gas Co., 
Bet GIGS occcccccse 1942 


Yield 
5.25-4.90% 
4.30 
4.50-4.80 
5.60-5.70 
4.75 


4.75 
4,90 
4,75 
4.55-4.75 
4,60-4,75 
4.75-4.85 


5.50-5.80 
4% 
6.50 


8.15 








field will continue to be the more nu- 


merous. 
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AMERICAN ICE CO. 


(Continued from page 401.) 
Amount IDDER, PEABODY & Co. 


Class Outstanding*® % of Total 
Bonds . ii ip Sa tel $5,957 21.0% 


ew Te 263 18 BROAD STREET 115 DEVONSHIRE STREET 
Total so. seeeees $28,457 "100.0% 45 EAST 42D ST. 216 BERKELEY ST. 
*000 Omitted. NEW YORK BOSTON 


As pointed out before in these columns, 
the fact that only a little over 20% of the 
company’s capital is represented by com- 
mon shares has the effect of transform- 

















ing comparatively moderate changes in net Government Bonds 
profits into wide fluctuations in earnings 
per share of common, Take the years Investment Securities 


1917 and 1919: 


Sales rose from $9,840,000 in 1917 to $15,346, 


000 in 1919, « 56%. ; 
Net rose’ om’ $1,094,000 to $2,024,000, 01 Foreign Exchange 
about 85%. b f 
But earnings on the common shares for the e 
gues soared from $2.77 to $14.97, or some Letters of Credit 
When the company’s sales decrease 
only comparatively moderately the earn- Investment Circular on Reques’ 


ings on the common shares are affected in 

the same exaggerated way. For example: 
Sales declined in 1914 from $10,491,000 t& 

$8,827,000, or about 15%. 
Net declined from $1,659,000 to $409,000. o: 

about 70%. Correspondents of 
Earnings on the common shares, however, 

which had amounted to over $10.60 per share in 


the previous year, were completely erased. 
eustesten BARING BROTHERS & CO., LTD. 

The shares of the American Ice Co. 
have been on the uptrend for four years LON DON 
The common sold as low as 8% in 1917; 
it recently reached the high-record level 
of 83%. The preferred moved up, in the 
same period, from as low as 35 to as 
high as 76% (1919), and is selling at this 
writing around its high—actually at 74. 

The preferred is entitled to 6%, but the 
dividend is not cumulative. At the cur- 
rent price of 74 it yields slightly over 8%. 
With due allowance for the remarkable 
showing scored by the company in recent 
years, the preferred seems scarcely en i NON-CALLABI FE; BONDS 
titled to a very high investment rating, a) 
pending a greater show of stability in the 
company’s results. However, it is slowly 
working into the investment class and may 
get there after several more years of “sea- 
soning.” 

The common, at 80, and assuming a 7% 
basis, yields 8.7%, is speculative, of course. 
but belongs to the better grade of com- 
mon stock speculations. It is at this writ- 
ing, having had a very great advance, 
showing signs of distribution and is at 
present in a weak technical position. 


The New-Book Letter 


The Investor and the Income Tax 


This is an interesting treatment of the 
income tax problems which affect invest- 
ors. The bocklet contains several tables 
of reference of the “handy” description. 
Many unique problems are discussed at 
length. “The Investor and the Income 
Tax” is handled in question and answer 
form, and written very clearly and in- 
terestingly. The booklet is a compilation 
by Chambellan & Berger, certified public 
accountants, and issued by Frank J. 
Mulligan. 


for JANUARY 21, 1922 








With continued improvement in credit conditions 
advantage will probably be taken of the callable 
privilege attached to many bonds now outstanding. 


Non-callable bonds purchased at present prices 
assures prevailing high rates until maturity. 


We have selected a list of such high grade issues 
which will be forwarded upon request for circular 


W-53. 


HORNBLOWER & WEEKS 
42 Broadway, New York City 


Boston Chicago Detroit 
Providence Portland 
Established 1888 
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The Market 
Outlook 


HE recent sub- 
stantial recovery 
in stock prices, with 
especial reference to 
the significant action 
of the bond market, is 
the subject of our cur- 
rent review. 
Concise opinions are ex- 
pressed regarding the posi- 
tion of various groups of 


stocks—rails, steels, coppers, 
oils, etc. 


A copy will be gladly 
mailed on request for “MW-21 


NEWBURGER 
HENDERSON 
& LOEB 


Members of New York and Philadelphia 
Stock Exchanges 
100 BROADWAY, N. Y. 
Phone Rector 7060 


202 Fifth Ave. at 25th St., N. Y. 
511 Fifth Ave. at 43rd St., N. Y. 
22 W. 33rd St., N. Y. 

1410 Chestnut St., Philadelphia 




















The Railroad 
Outlook for 1922 


will best be judged by careful 
study of operating costs, operat- 
ing income and monthly volume 
of business. 


Our Monthly 
R. R. Bulletin 


gives these figures for most of 
the roads. The investor, inter- 
ested in railroad securities, will 
find it of timely interest. Send 
for FREE copy. 


The Partial 
Payment Plan 


of buying securities is recognized 
as being the most convenient and 
helpful method of acquiring good, 
dividend-paying securities on easy 
payments. We are equipped to 
execute orders for full or odd lots 
of stocks on Our Partial Payment 
Plan or on conservative margin. 


Write for particulars 


James M. Leopold & Co. 


| Members New York Stock Exchange 


| 7 Wall Street New York 


















UNLISTED UTILITY BOND INDEX 


GAS AND ELECTRIC COMPANIES 


Buffalo General Electric First 58, 1989...........0cceeeeeeeeeeeeeneeeete 
Canton Electric Co, First 5s, 1987. ... 2.0.6 ccc cccccc cence te eeneenseennees 
Cleveland Electric Ill. Co, 5s, 1989. ......... ccc cece ccc eeeeeneeneennees 
Cleveland Electric Ill, Co, 7s, 1985........ Peecccecsescecscceseccesonece 
Denver Gas & Electric Co, First 58, 1949...........cccceetececerecenenes 

eames Light Co., Pitteburgh, 734s, 1906... .......cccceccccccccccsencs 
Evansville Gas & Electric Co, First 58, 1982.............cccceeecccnneee 
Maneas Bicctslo Weliity Pient Ge, BOGS... ccccccccccccccccccccccccccccccs 
Minetes Gan @ Biesiiie Ge, Te cccccccccccccccecccccccvcvscececcceccese 
es Gs CD BR. Ti cndcnccscccccccsscecncecceseecsoeeses 
Los Angeles Gas & Electric Con. 7s, 198].......... 66sec cece een nnenennes 
Louisville Gas & Electric Ref. 7s, 1928. ........cecccccccceccccccuneees 
Nevada-Cal, Electric First Gs, 1946 .........ccecceneeccccccttunsceceneees 
Oklahoma Gas & Electric Co. First & Ref, 74s, 1941.......6.. 6.0.6 cen ue 


Du 


Oklahoma Gas & Electric Co. First Mtge. 5s, 1929....... .... 


Peoria Gas Electric 5s, 1928..........ccececceeseccees ea 
Rochester Gas & Electric Corp., Series B 7s, 1946.............. 


San Diego Cons. Gas & Electric First Mtge. 5s, 1989........ ; 


San Diego Cons, Gas & Electric First Mtge. Ref, @s, 1939........ - 
Standard Gas & Electric Conv. S. F. Ge, 1926 ........... ccc cee cceeceees 
Standard Gas & Electric Secured 7%s, 1941. ........-..ceceescccccceuc® 
ee Gl TE, Be GR, Mer aveccenecncecsescneecdcccescecéecoscocce 


Twin-State Gas & Electric Ref. 5s, 1958.................065.5.. 


TRACTION COMPANIES 


Arkansas Valley Ry. Light & Power First & Ref. 7%s, 1931.... 
American Light & Traction Notes Gs, 1925 ............ccecceceeccscceces 
Bloomington, Dec. & Champ, Ry. Co. First 5s, 1940................0005. 
ee, Cs, Ge SY GR, TD cccecccoccecenccsccceccecse 
Se ie a in ce i eendeewes ean 
Kentucky Traction & Terminal 5s, 1951.................+ resets 
eS ee nee ceils ene eewne be 
Milwaukee Light, Heat & Traction 5s, 1929.................5... 
Milwaukee Elec. Ry. & Light 7s, 1928..................cc0cuee ‘ 
Milwaukee Elec. Ry. & Light 20-Year 7%s, 1941................ 


Monongahela Val. Trac. Co. Gen, Mtge. 7s, 1923.............. 


I cn calpateaccnnwaene ae 


ees Gem SOG, GS Be GA, Bin ccececcccccccccccccaccce: 
Northern Ohio Trac. & Light 6-Year Seo. 7s, 1926............ 


I i ee 


Portland Ry. P. & L. First Lien & Ref, Ser. ‘‘A’’ 7%s, 1946.... 


Dae Tis ] TES Te, Gh, Be cc cccccccccccccccccccccccccce 
ee Se, Oe OP he cid ntcccnneteednndeeteneseeceece 


ES SE ee 


POWER COMPANIES 


Adirondack P, & Lt, Corp. First & Ref. Gold 6s, 1950.............. 


Adirondack Elec. Power Co. First 58, 1962................-0005: 


Sieben Dower Go. Based Ga, WeB.ccccccccccccccvcceccscecsescce 


Appalachian Power Co, First 5s, 1041...........ccccsecccccccees 


Cent. Maine Power Co, First & Gen. Mtge, 7s, Series A, 1941.... 
Se eee ee GE, GA, Teens ccccndeccoccccccecesccccceccs 
Cent. Georgia Power Firat Se, 1988... .ccccccccccccccccccccccece 
Columbus Power Company (Georgia) First 5s, 1936.............. 


Colorado Power Company First 5s, 1958.......... 0.05. cceesues 


Consumers Power Co. (Mich.) 5s, 1986...........cccceececesses ; 


Electric Dev. of Ontario Co. 5s, 1988...........ecccceeeeees 


Great Northern Power Co. First 5s, eR 


Great Western Power Co. 5s, 1946. ......... cece ccccceccccucccccs 


Hydraulic Power Co, First & Imp, 58, 1951.................045. 


ee SD GE, GR Btaaceccccosccccccccccucetccscessceccccccs 
Kansas City Power & Light 8s, 1940............ccccccccccccccees 


Kansas City Power & Light First Ss, 1944.............................. 


Laurentide Power Co. First 5s, 1946.............cccccccecccces 


Madison River Power Co. First 58, 1985................cccecuues 
Mississippi River Power Co. First 5s, 1951..............6..00000 
Niagara Falls Power Co. First & Cons, Mtge, 6s, 1950............ 
Ghie Dower Wises & Bel, Te, BGR. cccccccccvccccccccccccccccceces 
Penn. Ohio Power & Light Notes 8s, 1980 ...............0c0c005, 
Petomac Electric Power Gon, G8, 1928...... 0.2.6.6 c ccc ceccennes 
Puget Sound Power Co. First 58, 1988............56..ccceceeeeee 
Salmon River Power First 5s, 1068...........ccccccccccseccecces 
Shawinigan Water & Power Co. First 5s, 1934................... 


Southern Sierra Power Co. First Gs, 1936..............6.0.cccus 


OG, DW. Bower & BAshs Tires Ge, BOB. occ ccccccscccccccccccccccces 


Whee Dm, Dower Ts Te Tete cc cccccsccccetccevisccccccses 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 3-Year G8, 1928. ..........ccccccecccccceees 
American Tel. & Tel, 5-Yoar 68, 1924. .........cccceceeeeecncees 
Be!l Tel. of Canada First Ge, 1085. .........sccevcerscccccccesess 
Bell Tel. of Pa. First Ref. 7s, 1945. ......c..ccccccceeeeececeeecs 
Chesapeake & Potomac Tel. Co. Va. First 5s, 1943............... 
Home Tel. & Tel. Spokane First 5s, 1986...........6-sesceeccees 
Western Tel. & Tel, Coll, Trust 5s, 1982........6.... ccc eeeeeeeee 


Offered Yield 
78 6.55% 
96 5.35 
90 6.00 
94 5.55 

107 6.20 
90 5.75 
105 6.95 
84 7.25 
90 8.85 
100 5,00 
87 5.95 
165 6.25 
100 7.00 
97 6.25 
103 7.20 
29 7.00 
97 6.65 
105 6.55 
90 5.95 
96 6.35 
96 7.15 
961% 7.85 ' 
92 5.60 
15 6.95 
None seiciat 
97 6.85% 
69 8.35 
71 8.30 
83% 6,15 
67 7.95 
70 Bid None Off. 
91 6.65 
100 7.00 
103 7.20 
97 8.65 
62 8.90 
8&6 10,35 
93 9.10 
80 6.55 
102% 7.25 
71 Bid None Of. 
86 7.35 
83 7.25 
102 7.65 
97 6.25% 
90 5.65 
90 5.75 
83 6.55 
102 6.80 
93 5.65 
89 6.05 
98 5.20 
6.15 
92 5.85 
88 6.55 
93 5.75 
97 5.25 
93 5.45 
89 5.85 
106 7.40 
88 5.95 
92 5.65 
94 5.65 
89 5.75 4 
102 5.85 
101 6.90 
101% 7.75 
7.00 
90 6,25 
89 5.75 
96 5.45 
92 6,90 
87 6,10 
104% 6.65 
100% 5.40 
100% 5.90 
90 8.85 
109 6.25 
90 5.85 
90 6.05 
92 6.05 
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UNLISTED UTILITY BONDS 


Denver Gas & Electric—Idaho Power— 
Colorado Power 


THE unlisted utility bonds have, in 
sympathy with the general bond 
market, been relatively quiet for a num- 
ber of weeks, but lately there have been 
indications of renewed activity. 

Some excellent investment opportunities 
may be found in-this section of the mar- 
ket. Several of the more prominent is- 
sues now coming into the public eye are 
the following: 


Denver Gas and Electric Light Co. 


The general (now first) 5% bonds of 
this company, which are due in 1949, are 
entitled to good investment rating. They 
are secured by a first mortgage on the 
property comprising the present gas 
plants and a substantial portion of the 
electric properties of the Denver Gas & 
Electric Light Co. 

This company supplies electric light and 
power, artificial gas and central heating 
service in the city of Denver without com- 
In addition it sells electric en- 


petition. 
ergy at wholesale for distribution in a 
number of the suburbs. Approximately 


75% of the revenues of the Denver Gas 
& Electric Light Co. is derived from the 
sale of electric energy for light and power, 
a business that is increasing daily. 

Over 99% of the $10,000,000 common 
stock of this company, which has paid 
dividends at the rate of 6% or over since 
Jan. 1, 1916, and at 3% prior to that time, 
is owned by the Cities Service Co. 

The earnings of the Denver Gas & 
Electric Light Co. have for a number of 
years averaged over twice all interest 
charges and for the last two or three 
years have been about six times interest 
charges on the general (now first) 5% 
bonds of 1949. 

An attractive feature of these bonds is 
that annually 1% of the bonds are drawn 
by lot and paid at 105, which is some 15 
points above the present market price. 

These bonds at 89 give a yield of 5.80% 
to maturity. 

The first and refunding sinking fund 
5% bonds of 1951, which are the next 
junior issue, sell at about 86% and give 
6% to maturity. Both bonds have a 
rather long maturity which is an advan- 
tage at this time with higher bond prices 
on the horizon. 


Idaho Power Co. 


The recent earnings of this company for 
the month of November indicate that the 
interest charges are being earned about 
2% times as compared with about 134 
times for the same month of 1920. For 
the twelve months ended November 30, 
1921, the interest charges were covered 
twice. 

The gross earnings were very nearly 
the same for all four periods. 


Celorado Power Co. 


In November this company showed net 
after taxes of $44,384 as compared with 
$50,899 for November of 1920. Likewise 
the balance for surplus after fixed charges 
for the twelve months ended Nov. 30, 1921, 
were $120,315 as compared with $175,899 
for the corresponding period of the pre- 
vious year. 


for JANUARY 21, 1922 





EXEMPT FROM ALL FEDERAL INCOME TAXES 


$300,000 
Lake County, Florida 


(East Lake Road and Bridge District) 


6% Gold Bonds 


Principal and semi-annual interest payable in Gold, at the American Exchange 
National Bank, New York City 


Legality approved by Messrs. Caldwell & Raymond 
FINANCIAL STATEMENT 


ee ie ee EY OUD gk vcctnddeGnteeaaderece $20,000,000 

ee alien to ala 6 he ae a eae bee 4 ne ren 6,500,000 

EEE eee et Sa ae ae eS 300,000 
PO encaccesssrcrcetevawawses 10,000 

These Bonds were issued for the purpose of constructing permanent roads and bridges in 


Lake County, which will provide very important links in the highway system of Florida 
The above bonds constitute a direct, general obligation, secured by an unlimited tax 


upon all real and personal property. 


$100,000 DUE JULY 1, 1931 @ 102 & INT. YIELDING 5.75% 
100,000 DUE JULY 1, 1941 @ 104 & INT. YIELDING 5.65% 
100,000 DUE JULY 1, 1951 @ 107 & INT. YIELDING 5.50% 


Full Descriptive Circular upon request for M.W.-29. 


BRANDON, GORDON & WADDELL 


89 Liberty Street Telephone, Cortlandt 3183 New York City 


The information and statistics contained in this circular have been furnished us from 
sources that we consider reliable and are accepted by us as accurate, being the data upon 
which we based our purchase of the securities. 

















INVESTMENT SECURITIES 


WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members of the New York Stock Exchange 


111 BROADWAY, NEW YORK 


KEYSER BLDG, 
BALTIMORE, MD. 


186 REMSEN STREET, 
BROOKLYN, N. Y. 
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Export Banking 












BRANCHES 
Argentina Chile 
Peru Uruguay 

AFFILIATIONS 
Brazil Ecuador 
Colombia Venezuela 
OTHER BRANCHES 
Bradford Paris 
Manchester Spain 
Mexico 






Head Office, London 
ANGLO-SOUTH AMERICAN 
“BANK. LIMITED 
New York Agency, 49 Broadway 


































































One of the “Big 3” 


in Electricity 








There are just three organizations 
in the world producing electrical 
equipment on a big scale. 

One of them is the English Electric 
Company, Limited, of Great Britain, 
whose products are internationally 
famous. 

These products are 
tured in Canada by 


English Electric Co. 
of Canada, Limited 


associated with the British Company 
and controlling the old and success- 
ful Canadian Crocker-Wheeler Com- 
pany of Canada, Limited. 
Exclusive manufacturing rights for 
English Electric products in the 
Canadian field, with its enormous 
electrical potentialities, coupled with 
wide export privileges, gives this 
company a commanding position. 
The 8% Cumulative Preferred Stock, 
with 40% bonus of Common, presents 
an attractive opportunity to United 


now manufac- 


States investors, especially since 
$100 in American funds will purchase 
$106 worth of this stock at the pres- 


ent time. 


Write us today for full particulars. 


Graham Sansona (a 


LIMITED 
INVESTMENT BANKERS 





TORONTO, CANADA 














FOREIGN TRADE AND SECURITIES 


(Continued from page 381) 








strength. It is the oldest republic and 
has enjoyed both high financial credit and 
moral respect of the whole civilized world. 
This has been enhanced by the courageous 
and effective manner in which the Swiss 
people have observed their international 
obligatigns and protected their national 
life during the World War. The total 
debt of Switzerland, as of June 30, 1920, 
was about $751,893,548, of which about 
$386,780,500 are obligations of the govern- 
ment railroads. 

The Government of Switzerland sold in 
the United States a $30,000,000 ten-year 
5'%4% issue of bonds, due 1929. The fol- 
lowing year in July, Switzerland obtained 
a $25,000,000 loan in this country through 
a twenty-year 8% issue of bonds. 

Switzerland is a rich little nation, but 
relies for its living mainly on its trade 
connections with the surrounding coun- 
tries, every one of which has been left 
in such a condition by the war that by 
comparison: with Swiss money, the paper 
money of France, Germany, Italy and 
Austria has but small purchasing power. 


The French, for instance, cannot afford to 
buy Swiss goods when for every 100 
Swiss francs of value they have to pay 
considerable more than 200 francs of 
I‘rench money. Not only do buyers in 
European countries now avoid purchasing 
in Switzerland as far as possible but in 
some cases they are unable to pay their 
debts in Switzerland. 

At the present time Swiss exchange is 
at a premium as compared with the 
United States dollar. This is the first 
European currency that has recovered to 
its pre-war parity in comparison with 
American currency and an interesting fea- 
ture of this situation is that there are 
some foreign external bonds of certain 
countries which are payable, among other 
currencies, in Swiss francs. The advance 
in Swiss exchange has made the coupons 
of such bonds particularly valuable. One 
of these issues is the Norway 4% loan of 
1911, which is payable at a fixed rate in 
francs. There are no outstanding 
sterling loans of the Government of 
Switzerland. 


Swiss 








WHY I FIGHT FOR THE FARMERS 


(Continued from page 376) 








Experts are studying this question and 
seeking to find a solution for an evil that 
all admit exists. Herbert Hoover and 
Bernard M. Baruch have taken this mat- 
ter up, describing it as the most important 
question facing the nation and one that 
demands solution if prosperity on the 
farm, which is essential to national growth, 
is to continue. 

Co-operative marketing by farmers is 
not theory. It has proved successful, de- 
spite handicaps, where it has been at- 
tempted. The various citrus fruit grow- 
ers’ associations in California have been a 
boon to producers. They have eliminated, 
to a large extent, the speculator, but they 
have not injured the legitimate middleman 
who performs a necessary service in the 
process of distribution. They have 
brought greater returns to the producer, 
but the consumer has not been asked to 
pay more. 

Throughout the grain belt co-operative 
elevators are functioning, and, in instance 
after instance, they have increased the 
price obtained by the farmer for his grain. 
They have had to fight for existence and 
resist an assault the bitterness of which 
cannot be adequately described. The 
Farmers’ Union has gone into the termi- 
nal grain markets to market grain co- 
operatively for its members. 

Thousands of carloads of livestock are 
being marketed co-operatively to the bene- 
fit of members because, along a part of 
the journey of the product from the pro- 
ducer to the consumer, the speculator has 
been forced to keep his hands off. After 
all, despite the success achieved, only a 
start has been made. To obtain a real 
success co-operative organizations must be 
further extended. Through organization 
the farmers must reach the position where 
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they can bargain collectively in disposing 
of their products and have a voice in di- 
recting how they shall be handled while 
on the way to the consumer. 

This means great organizations, because 
farming is a great industry. These or- 
ganizations, beneficent in effect, if they 
are to come, must be certain that they 
have a legal standing and a definite, un- 
questioned right to exist under the law 
Only under such conditions can farmers 
be expected to assume the risks incident 
to such activities. 

Under existing conditions there is a 
very definite menace to farmers—a menace 
that is becoming more serious every year 
and that eventually and soon will have a 
profound effect on the food supply of the 
nation. The farmers cannot indefinitely 
wage the unequal struggle and send theii 
products to a market in which they have 
been and are being robbed right and left. 
Many farmers have been forced from the 
farm. Many others are barely able to 
hang on. Beyond a certain point they 
cannot continue to produce at their maxi- 
mum, or even produce at all. 

Agriculture is sick. The remedy that 
will go far toward curing that illness lies 
in the elimination of the speculator. Given 
the chance, the farmer will perform that 
operation himself. He will remove a 
blood-sucking parasite that is gorging it- 
self on both the farmer and the consumer. 

There is a nation-wide demand for 
greater efficiency all along the line. Co- 
operation will apply that efficiency to the 
marketing of farm produce because it will 
prevent loss to the average farmer through 
more equitable marketing. It will cut 
costs of production and risk, reduce the 
spread between the consumer and the pro- 
ducer. Thus it will give farm products 


















to the consumer cheaper and at the same 
time yield larger returns to the man who 
produces by eliminating much of the ex- 
cessive cost of distribution under the 
present system in which speculation plays 
so dominant a part. 

The situation is critical. It is danger- 
ous. The greatest industry in the United 
States is menaced with ruin. Some cor- 
rective measure must be made available. 
This situation does not concern the farmer 
alone. Every citizen is affected through 
his food supply. There is no cure-all for 
all the farmer’s economic ills. But the 
definite legalization of co-operative activ- 
ity in marketing will go a long way to- 
ward enabling the farmer to correct the 
evil from which he is suffering. Given 
opportunity, he will do it. He should be 
given the chance. 





SWITCHING FOR PROFIT 
(Continued from page 403.) 











to entangle him in new commitments. 


A Few Specimens 


In the attached table will be found a 
number of switch recommendations. In 
every case the issue to be exchanged pays 
no dividends and is not likely to pay divi- 
dends for a very considerable period. On 
the other hand, the issues into which the 
switches are to be made pay dividends, 
are in a secure position and eventually 
should sell at considerably higher prices. 
Investors might use this table as a basis 
on which to compare their own invest- 
ments. Very probably it will suggest to 
them a method that will improve the po- 
sition of their own investment holdings. 
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where 
Security Good Income 














We don’t consider we are doing our full duty by you until we give you 
both the best security and the best interest rate to be had—anywhere. 


We are also alert to giving you full benefit of the high rate as soon as 
it is established—not six months or a year later. We retain the high 
rate as long as it obtains. 


Write for circular on the Broadway and 74th Street Apartments (New 
York) 744% first mortgage real estate gold bonds. 


AMERICAN 
OND & MoRTGAGE 


“~ COMPANY 





AMERICAN 


MORTGA¢. 
yor? ‘ ACE, 























American Bond & Mortgage Building 
127 N. Dearborn St., Chicago— 562 Fifth Ave., NewYork City 
Columbus, Ohio Davenport, lowa 
Grand Rapids. Michigan Rockford, Illinois 


Please send me facts on the Broadway and 74th Street Apartment bonds. 
1801 








ial naan ..Address........-- 




















READERS’ ROUND TABLE 
(Continued from page 395.) 











Great Britain. The only solution is to 
bring back ali these exchanges to pre-war 
times; naturally, as long as some nations 
here have only paper money, the large 
financiers will not favor such a change for 
some time to come. 

The largest exports now are paper, 
paper pulp, all kinds of timber, herring, 
nitrates, standard houses made to order, 
iron, ore, iron and steel bars and shafting, 
etc. The imports are all classes of food- 
stuffs, autos, etc. However, a synopsis of 
it all is simply that there can be no normal 
business here until the currency situation 
is solved, and that will only be when the 
money is back to the old basis. In 1913-14 
the Norwegian kroner was worth 20-2Ic., 
the Swedish kroner 24-25c., the Danish 
kroner 19-2l1c., and the Finnish mark 
about 14-20c. As regards the last-named 
nation, however, it is extremely doubtful 
if a change can be calculated there with 
their money. They are so heavily in debt, 
they have such enormous military and 
police expenses for a nation only of 3,000,- 
000 people, due to the Bolshevik agitators, 
and the writer believes that when there is 
any improvement there it must also be a 
complete change in Russia’s industrial 
life: the two nations are linked together. 
Finland needs Russia’s wheat, meat, furs, 
and foodstuffs, and Russia needs paper, 
timber products and fish—H. P. 


for JANUARY 21, 1922 





LITLE, SCHIETINGER 
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BUILDING 
YOUR 
INCOME 


Step by step, you can build 
up a substantial income. 
Buy a few shares of stock 
at a time, as favorable op- 
portunities present them- 
selves. 

And you will find our 
trustworthy investment 
service of great assistance. 
We have facilities for pur- 
chasing Odd Lots of stock, 
and all listed or unlisted 
stocks and bonds. 


Write for our selected 
list of current in- 
vestment opportunities. 


Address Dept. M. W. 


(isHoim 2@ (HAPMAN 


Members New York Stock Exchange 
71 Broadway, New York City 

















IMPORTANT ISSUES 
(Quotations as of Recent Date) 
New Jersey Zinc...............124 -126 


American Type Founders, com.. 44 - 47 


Atlas Portland Cement......... 45 - 50 
Babcock’ & Wilcox............. 100 -103 
ee ee 9814-100 
oo errr 98 -102 
ER ae... 10014-103 
Crocker Wheeler .............. — -@& 
Jos. Dixon Crucible.........0.. 133 -140 
ee ce case nee 145 -155 
H. W. Johns-Manville......... 375-450 


Niles-Bement-Pond ............ 40 - 42 


Phelps, Dodge Corporation.... 150 -170 
Royal Baking Powder Co....... 91 - % 
Safety Car Heating & Light.... 60 - 63 
Seen Ce TED ons cenccncuaes 295 -310 
Thompson-Starrett ............ 57 -— 
Victor Talking Machine........800 -900 
nk... kL re 100 - — 
Yale & Towne Mfg. ........... 260 -270 


New Jersey Zinc 


A Good Investment 


THE New Jersey Zinc Co. is the largest 
producer of zinc and manufacturer 
of zinc products in this country. It began 
business in 1848 and has been operating 
under the present name since 1897. The 
company owns and operates plants and 
mines in 12 states of the Union, also in 
Mexico. Its products include zinc oxide, 
spelter, lithopone, zinc dust, sulphuric 
acid, zinc sheets, and so forth. Large 
tonnages of its zinc oxide are sold to the 
rubber trade, where the product is used in 
the manufacture of tires, and this branch 
of the company’s business is increasing. 
In the first quarter of 1921, the com- 
pany reported net earnings of about 49 
cents a share on the $42,000,000 capita) 
stock outstanding. Earnings in the pre- 
vious three months had been about $2 a 
share, and for the corresponding quarter 
of 1920 they were $7.50 a share. 
The company’s business is improving, 
largely as the result of doubling the ca- 
pacity of its lithopone plant and the per- 


fection of a new slab zinc compound used 
for roofing, conductors and other building 
construction. In the quarter ending Sep- 
tember 30, 1921, earnings amounted to 
$1.81 a share, as contrasted with earnings 
of $1.39 a share in the previous quarter. 
The company’s earnings and dividend 
record in previous years has been excel- 
lent, as shown by the following table: 


(In Thousands) 
Net Dividends 


Year Earnings Paid 
ee $34,028 76% 
NE sic shaaacns 25,413 46% 
DE crekaieesck wis 18,986 20% 
RE Ere: 10,643 20% 


The company paid dividends at the rate 
of 8% on its capital stock for the first 
three quarters of 1921. During the year, 
the bid price for the stock ranged from 
110 to 154, the latest sale reported being 
at 125. 


Ward Baking Company 


Speculative Possibilities in Common 


HE Ward Baking Co. enjoys enviable 
prestige in its field. Extensive ad- 
vertising, coupled with efficient and large- 
capacity plants, have placed the company 
at the forefront. 

The industry served needs no comment. 
It is an essential industry. 

The management of the company has 
proven its ability by building up an im- 
mense business. 

The company’s productive capacity is 
large. According to the latest record, it 
operates 15 bakeries, distributed among 9 
cities, as follows: Boston, 1; Providence, 
1; Chicago, 4; Pittsburgh, 2; Cleveland, 
2; New York, 2; Baltimore, 1; Newark, 
1; Columbus, O., 1. 

Ward Baking publishes no earnings 
statements, although the stock is said to 
be widely held. However, balance sheets 
are available, also records of sales. From 
these the attached table was compiled, 
which shows a remarkable increase in 
business handled, as well as a constantly 
improving liquid position. 

The company’s capitalization includes 
$5,162,600 sinking fund 6s (coupon bonds, 
available in $100, $500 and $1,000 forms) ; 
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an authorized $15,000,000 of 7% cumula- 
tive preferred, par $100, of which $7,431,- 
600 is outstanding; and an authorized 
$15,000,000 common, par $100, of which 
there is $7,927,000 outstanding. 








WARD BAKING GROWTH. 
(In Thousands) 


Year Sales Working* 
Capital 
i spesecteasecds $10,199 $ 926 
Fase 10,413 569 
a?  <6euneneeneesé 13,738 1,087 
i suéveneesenes 17,253 1,451 
DT ssantnéneescen 21,319 2,359 
ee 26,497 3,943 
ST skeoniadunnee $2,509 5,392 
ea 46,981 6,015 


*Current Assets: Inventories; cash and 
debts receivable; investments, Current 
Liabilities: Accounts payable; salesmen’s 
security; floating debt and accrued inter- 
est. 




















The shares are dealt in over-the-counter. 
The preferred, quoted 101-102, yields 
6.85%. A strong asset position and the 
company’s proven growth entitle this se- 
curity to a high rating. 

The common is quoted 105-110. This 




















stock, in recent years, has received large 
bonuses, in the form of cash and stock 
dividends. The payments for the last five 
quarters to date were as follows: 


PO, Bes cseces 14% 
April, ’21.......... 114% 
| eee 14% 
eS "ee 14% 
> ae 134%, plus 3% extra 


Without knowledge of the actual earn- 
ings record of this company, it is unde- 
sirable to take too emphatic a position 
regarding the common shares. On the 
other hand, the company’s record shows 
a prejudice in favor of generous dividend 
disbursements; sales last year were four 
times as large as they were seven years 
before; the company is strong in cash and 
enjoys an established market for its prod- 
ucts. These factors certainly entitle Ward 
Paking common to a very high specula- 
tive rating. 











SPECULATIVE OPPORTUNITIES 
IN RAILROAD STOCKS 
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25 Year External 6% Gold Bonds of 


DUTCH EAST INDIES 


(One of the richest of all colonial possessions. ) 


Not Redeemable During First Ten Years. 
Price 941 and Interest 


To yield 6.75 to earliest redemption date, Jan. 1, 1932 
6.45 if held to maturity. 


Lawrence Chamberlain & Company, Inc. 
115 BROADWAY NEW YORK 














um for future financing. If this obstacle 
is removed, Rock Island common should 
eventually grow much more valuable. 

6. Cuicaco & Eastern ILLtnots.—This 
is the youngest full-fledged member of the 
Reorganization Lodge, its final degree hav- 
ing just been awarded. The engineers who 
examined the property for the bankers esti- 
mated the normal future balance available 
for interest charges at $5,300,000. This 
corresponds closely with the figure arrived 
at in Table I. On this basis the road 
should earn $6.60 per share of common 
stock, or 45% of its current price. The 
actual results in 1921, however, were very 
disappointing, as only a nominal balance 
was shown over interest charges. This un- 
expectedly poor exhibit was caused in 
good measure by the abnormally heavy 
maintenance outlay, which consumed no 
less than 451%4% of gross. There was also 
a peculiar shrinkage in the credit for 
equipment and joint facilities rentals. In 
1920 the company had realized about $1,- 
667,000 net from these sources, but last 
year this extra income well nigh disap- 
peared. 

Considering the low price of C. & E. I. 
common, the speculator may well afford 
to ignore the mediocre performance of last 
year, and place his reliance on lower op- 
erating costs in the future. 


Apologia 


Because of the wide rang. of the sub- 
ject under discussion, it has been neces- 
sary to omit many details considered in 
arriving at the conclusions stated. Despite 
the great amount of time and care ex- 
pended in this study, the recommendations 
made can be set forth only in tentative 
and undogmatic fashion. For the reader 
no doubt realizes to what extent more or 
less arbitrary estimates have unavoidably 
entered into these calculations. But, after 
all, judgment and not mathematical pre- 
cision is the basis of all speculation, and 
it must not be forgotten that the oppor- 
tunities herein described are primarily for 
the speculator. 


for JANUARY 21, 1922 
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REORGANIZATION OF 


Missouri, Kansas & Texas Railway Company. 





Notice is hereby given that the Reorganization Mana- 
gers have declared operative the Plan and Agreement of 
Reorganization of Missouri, Kansas & Texas Railway 
Company, dated November 1, 1921. 

The time in which deposits of bonds and notes of the 
System may be made under said Plan and Agreement, and 
within which Certificates of Deposit which are required to 
be stamped as assenting to the Plan and Agreement may be 
presented for such stamping, is extended until and includ- 
ing February 4, 1922. 


The time within which holders of Preferred Stock and 
Common Stock may deposit the same under the Plan and 
Agreement is extended until and including February 4, 
1922, but stockholders depositing on or after January 11, 
1922, must pay at the time of deposit, in addition to the 
first instalment payable under the Plan, interest thereon at 
the rate of 6% per annum from January 7, 1922, to the date 
of payment. 


Copies of the Plan and Agreement may be had from the 
undersigned Reorganization Managers. 


J. & W. Seligman & Co. Hallgarten & Co. 


Reorganization Managers 


Dated, New York, January 11, 1922. 
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gether with sugges- 
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Independent 
Oil Companies 


Our New 
Booklet 


contains the most recent available 
information regarding the eighty 
different companies whose securi- 
ties are actively traded in, includ- 
ing the latest financial reports and 
descriptions of the properties. 


should prove of 
t and value to in- 
time because of the 


changed conditions in the petro- 
leum industry which have resulted 
in an improved market for oil 


be supplied free 


upon request for Booklet N-3 


CARL H.PFORZHEIMER & CO 


Dealers in Standard Oil Securities 
2S Broad St. Phones 4866-1-2-3-4 Broad 
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PUBLIC SERVICE CORP. OF N. J. 


(Continued from page 415.) 








other cities, it is likely that the 8-cent fare 
will be retained for some time, in which 
case the company should show a much 
better profit and loss statement. 

In general, it may be expected that the 
Public Service Corporation will show 
more satisfactory statements, but it is pos- 
sible that some cf this improvement will 
be used to take care of deferred mainte- 
nance, and it will also eventually have to 
reduce its rates. 

The earnings for 1920 revealed only a 
slight margin after payment of dividends 
on the common stock. The balance sheet 
of the railway company for December 31, 
1920, showed current liabilities of $6,267,- 
202, against current assets of $1,712,684. 
This ratio was also unsatisfactory for the 
Public Service Corp., but was much better 
for the Public Service Gas Co. and the 
Public Service Electric Co. was in very 
good condition. In summary, it appears 
that the corporation, through better earn- 
ings of its subsidiaries, may possibly be 
able to increase its common stock dividend 
to 5% or even 6% within the next six to 
nine months, but because of its cash posi- 
tion, its requests for increases in rates and 
maybe deferred maintenance, it would 
hardly be the conservative thing for the 
corporation to do. 


Conclusion 


The stock is now selling at about 68 
and with a 4% dividend gives a 6% re- 
turn. The high for the stock in 1921 was 
70% and 68 in 1920. At the present price 
of 68 the stock has apparently discounted 
such favorable news as will appear for 
some time and does not seem to be an 
especial bargain, although it seems likely 
that this stock will sell considerably higher 
in two or three years. 

The dividends on the 8% preferred stock 
are fairly well secured and should be paid 
in normal times. 

The General Mortgage 5% Bonds of 
1959 are secured by a mortgage on all the 
property of the company, including fran- 
chises and leaseholds, subject to $19,130,- 
285 perpetual interest-bearing certificates. 
These two issues are not a first mortgage 
on the properties of all the companies, but 
are preceded by bonds of the subsidiary 
companies. There are approximately $64,- 
000,000 of bonds of the gas and electric 
companies and some $71,000,000 of rail- 
way bonds. In addition to this, dividend 
payments on over $50,000,000 of the stock 
of subsidiary companies are guaranteed 
from rentals. 

The net earnings of the Public Service 
Corp., after provision for fixed charges 
of the subsidiary companies, were in 1920 
about one and a half times interest charges. 
In 1918 and 1919 the margin of safety was 
less. The record of earnings and the se- 
curity back of the bonds does not entitle 
them to a high investment rating. At the 
present price of 72 they give a yield of 
about 7%%. 

These bonds in 1921 had a high of 76% 
and a low of 5734. The price of the bonds 
appears to be sufficiently high, but there 
is no reason to believe that the company 


will be unable to pay its interest charges 
and the margin of safety should improve. 
Therefore, this security seems to be quite 
well suited to the person who can afford 
to make a business man’s investment and 
has the time to watch the developments 
affecting the company, and the knowledge 
to interpret them correctly. 

The 6% perpetual interest-bearing cer- 
tificates are prior to the General Mortgage 
5% Bonds of 1959 on the security they 
cover, but are not in a stronger position. 
This issue’ is not listed and is not so ac- 
tive. 





$5,000 IN PUBLIC UTILITIES 
(Continued from page 414) 








all the company’s properties, subject only 
to a nominal subsidiary obligation amount- 
ing to less than $300,000. The value of the 
parent company’s property alone amounts 
to over $47,000,000 at book value, and 
very large equities also exist in the prop- 
erties of the subsidiary companies of 
which Brooklyn Union owns the entire 
outstanding capital stocks and carries on 
the balance sheet as “investments” at a 
nominal figure. These subsidiaries have 
been stated to have a property valuation 
of over $9,000,000, which gives a total 
property value for the system of over $56,- 
000,000. Taken at current-day replace- 
ment values the figure would be consid- 
erably greater, and it is also important to 
note that nothing is included for fran- 
chises, going value, good-will, or other 
intangible items. 

Brooklyn Union Gas Company, it is 
true, has not been reporting satisfactory 
earnings over the past several years, but 
the company has been allowed increases 
in rates and is now charging $1.25 per 
1,000 cubic feet of gas, as against a for- 
mer statutory rate of 80 cents. The com- 
pany’s costs are rapidly coming down and 
it is only a question of time before it will 
be operating at a substantial profit. At 
any rate, the equities back of the First 
Mortgage Bonds are so great as to make 
their safety unquestionable. 

The Southern California Edison Com- 
pany’s General and Refunding 6s are se- 
cured by a direct mortgage on all the 
property of the company, also by deposit 
of over 90% of the Santa Barbara Elec- 
tric Company capital stock. The bonds 
are outstanding in amount of $31,723,000 
and are subject to $33,903,000 miscellane- 
ous underlying issues. Following the 
bonds the company has outstanding $7,- 
000,000 7% debentures, $4,000,000 first 
preferred stock, paying 8%; $12,029,900 
second preferred, paying 5%, and $20.- 
444.072 common stock, paying 8%. 

The company operates in ten counties 
of Southern California and the San 
Joaquin Valley, with an area of over 55,- 
000 square miles and a population of 
1,500,000. Gross earnings for the year 
ended June 30, 1921, amounted to $16.- 
209,088, against operating expenses, in- 
cluding taxes, insurance and maintenance. 

(Continued on page 435.) 
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A 7% Investment 
on this Building in 
the Heart of the 
Chicago Loop 


$350,000 
UNION FUEL BUILDING 


Madison Street, between Clark and La Salle Sts. = 
CHICAGO, ILL. { ill [ 


First Mortgage 7 % Serial Gold Bonds 


Denominations: $1000, $500, $100 Hl Hitt 


High-grade office buildings in the Chicago Loop are regarded as one of the safest types of income 
roducing real estate, particularly when located in or near the crowded La Salle Street financial district 
ocal bond issues secured by this highly desirable class of property have been comparatively few in num- 
ber and seasoned bonds of this type have steadily enhanced in value and enjoy a high investment rating 
with wide marketability. 
That the Union Fuel Building First Mortgage 7% Serial Gold Bonds constitute an investment of unsur- 
passed safety will be evident from the following summary: 
SECURITY: .A direct closed first mortgage on the valuable leasehold estate (extending until April 30th, 
2011) and highly modern, yp fireproof, sixteen story, steel frame office building, situated just East 
of the intersection of Madison and La Salle Streets, Chicago, and only two and one-half blocks from the 
intersection of State and Madison Streets, the world’s busiest corner. 
VALUATION: This property has been conservatively appraised by Mr. Preston M. Nolan, Bank Ap- 
praiser and Financial Counsel, at a FAIR CASH MARKET VALUE of $594,120. The total amount of 
the bond issue is less than 60 per cent of this valuation. 
EARNINGS: With rentals lower than the present normal average, monthly rental income is at the rate 
of approximately $130,000 per annum. Mr. Nolan's conservative estimate Fe the building an annual gross 
rental value of $140,000, and the demand for office space in the La Salle Street financial district assures the 
permanence of the ample earning power already demonstrated. 
MONTHLY SINKING FUND: Will operate to make the issue practically self-liquidating and payments 
will be made to the Trustee, each month, of one-twelfth of the next maturing installments of both principal 
and interest. Serial maturities will rapidly increase the bondholders’ margin of security. 
OWNERSHIP OF PROPERTY: Is vested in the Pullman Building Corporation. The sworn state- 
ment of the President, Mr. Leslie J. Pulliam, evidences a net worth in excess of $900,000 


Because of large advance subscriptions, these bonds are offered strictly subject 
to prior sale. Orders may be telephoned or telegraphed at our expense. 


Price 100 and accrued interest 


To Yield 7 Per Cent 


Hyney, Emerson & Co. 
39 S. LaSalle St., Chicago 


hk: il A HYNEY, EMERSON & CO. , 
zal the Chicago, Il. Name 


~~ “—_e me Beg circular 
on the Union Fuel Building, 7% 
Co up ON | First Mortgage Bonds. 4ddress 
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The shrewd investor plans to get the 
utmost yield with safety. He sees to it 
that his money is never idle. But not so 
with those who give less heed to system- 
atic investing. Perhaps those who invest 
their savings from time to time are the 
worst offenders. They lose half their 
rightful interest. But worse than this, 
they let their savings slip away for 
things not needed. 


“The True Story of Plain Tom Hodge”’ | 
is a book that reveals a novel plan for saving 
It shows | 
how to defeat extravagance, how to make head- 
way financial!y—how to make a new profit 
on an ultra-conservative investment. 
The plan makes possible the full interest rate 
while saving. But better still, it shows you | 
pow to save. A profitable month'y investment 

our vivid incentive to continue savinr 

ithe Ips you to make good on your resolution | 
to save a specific amount each month. 
We urge that you write for a complimentary 
copy of ‘“The on Story of Plain Tom Hodge.’’ 
Be sure todo it TODAY. | 


Tear out this ad, write your name 

and address in margin, mail to us. 

GEORGE M. FORMAN 
& COMPANY 

Farm Mortgage Investments 


Dept. 1725 105 W. Monroe St., Chicago 


Thirty-six Years Without Los®to a Customer 


‘ 
| and investing. You should read it. 









TRADE TENDENCIES 
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tensive commitments at these figures. The 
demand for kerosene is not up to expecta- 
tions and stocks are of such good propor- 
tions that it is inevitable that the failure 
of demand to materialize must result in a 
lowers price level for this commodity. 
3unker oil is weak and gas oil is sluggish. 
The lubricants are somewhat slow, though 
the price level is nearly the same as sev- 
eral weeks ago. 

Generally an unfavorable interpretation 
can be construed of the present behavior 
of the oil market. The readiness with 
which Pennsylvania crude came down 
suggests cuts in other varieties of crude 
oil. Neither domestic nor foreign demand 
is what it should be, and with stocks 
mounting, owing to the high rate of pro- 
duction, the immediate outlook is not sat- 
isfactory. 





RAILROADS 











Slump in Traffic 


Since the end of October there has been 
a decided slump in railroad traffic. The 
decline in December, while not quite so 
large proportionately as usual in that 

















Stocks That 
May Resume 
Dividends 


After a careful, impar- 
tial study of all the 
known conditions sur- 
rounding corporations 
which have passed their 
dividends during the last 
year, we have compiled a 
list of 24 whose prospects 
for resuming dividends in 
the near future seem par- 
ticularly bright. Owners 
of these securities, as well 
as intending buyers, will 
find this up-to-date list of 
interest. 


Ask for No. M-49. 


RASMUSSEN & CO. 


STOCKS — BONDS — GRAIN 


111 Broadway New York 
Tel. Rector 4061 
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month, nevertheless was large enough. 
Coincident with the decline in traffic has 
been an increase in the number of idle 
cars, showing an increase of nearly 100% 
since the end of October. The decline in 
traffic is attributable, first, to the usual 
seasonal lull in railroad business com- 
mencing with the end of the autumn 
months; and, second, to the somewhat se- 
vere slump in industrial activity which has 
recently set in appearance. The latter was 
somewhat unexpected in severity. 

It is, of course, a foregone conclusion 
that traffic for the balance of the winter 
months will show a falling off. To bal- 
ance this, however, is the almost complete 
certainty that the total amount of traffic 
for 1922 will exceed that hauled in 1921, 
as the volume of business activity is 
broadly upward. 

Many companies are still concentrating 
on reducing their expense accounts. In 
this connection, however, it is important 
to notice that some carriers feel themselves 


in a sufficiently sound financial position to 
increase their maintenance charges. These 
columns on several occasions have pointed 
out that one of the contributing factors in 
the improved earnings statements of the 
carriers has been their excessively re- 
duced maintenance charges. With mainte- 
nance charges broadly upward, the earn- 
ings statements issued will show more 
truly the real earning power of the car- 
riers. One of the signs that the railroads 
are taking better care of their property is 
that the percentage of bad-order cars has 
fallen to 14%, compared with 16.6% six 
months ago. 

The problem of rates and wages yet re- 
mains to be adjusted. It is improbable 
that further action with regard to reduc- 
tion of rates will be taken, except in spe- 
cial instances, until the wage level has 
been adjusted to meet the lower cost of 
living. Certainly it is a fact that railroad 
labor is receiving more in return for its 
effort than any other class of labor. 

With economies already in operation 
and with further economies in prospect, 
especially those arising from any possible 
action with regard to the reduction of 
railroad wages, it is probable that the car- 
riers, as a whole, will be making a more 
favorable showing in 1922 than they did 
last year. While it is not the province 
of this department to discuss the stock 
market phase of industries, it is not going 
too far out of the way to suggest that the 
probable improvement in the industrial 
phase of the railroads is certain to be dis- 
counted in the market position of their 
shares. 
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A Period of Quiet 


Owing to the seasonal quiet usually ac- 
companying the inventorying season tak- 
ing place at the end of each year, rubber 
manufacturing generally has slowed down. 
Mechanical rubber output is only about 
one-half of capacity. Tire manufacturers 
have been affected by the lack of response 
to the cut in prices since the middle of 
November. The dealers have been rather 
listless in their response to these price 
reductions, but with the oncoming spring 
months they must soon come into the 
market. A favorable feature has been the 
improvement of solid tires, which have 
shown a monthly increase in sales since 
the end of summer. The rubber footwear 
situation is not quite as satisfactory as 
hoped, owing to the rather mild winter. 
Insulated wire products are moving fairly 
well, with a better outlook for next year. 

The general rubber situation is thus 
“spotted.” It cannot be said that any one 
branch is in a completely satisfactory po- 
sition. Few manufacturers are looking 
for rapid improvement, but feeling gen- 
erally grows more optimistic. 

One of the factors contributing to a 
more hopeful spirit in the trade has been 
the rise in crude rubber prices. Prices of 
crude rubber are now about 20 cents a 


THE MAGAZINE OF WALL STREET 




















pound, compared with a price of around 
14 cents a few months ago. The rise, as 
explained previously in these columns, was 
due principally to two causes: (1) the 
action of British rubber interests in prac- 
tically placing 100,000 tons of rubber in 
escrow, and (2) the buying by American 
consumers who were compelled to cover 
their requirements for the year. 

The statistical position of crude rubber 
still remains a barrier, but with 100,000 
tons of rubber financed in London, pres- 
sure to that degree has been removed 
from the market. It is possible that when 
rubber and tire manufacturers come more 
heavily into the market, with the end of 
winter prices will advance again. It is, 
at any rate, doubtful thai the price level 
will descend to the exceptionally low 
point witnessed last summer. 

Tire manufacturers naturally depend on 
a greater volume of sales with which to 
make up the difference resulting from 
their lower price schedules. Fortunately, 
the inventory situation of most companies 
has improved considerably. Stocks of 
manufactured tires are somewhat less than 
a few months ago, and with the demand 
which is bound to increase shortly, the 
present surplus will be reduced ap- 
preciably. 

The better financed companies are in a 
position to take advantage of the low 
prices of rubber and other elements enter- 
ing into tire manufacture. Most of these 
companies have reduced their labor charges 
and have in other ways effected econo- 
mies. While their adjustment period is 
not yet completed, they are certainly 
nearer a basis of stability than was true 
a year ago. 





TOBACCO 








Higher Raw Prices Expected 


The higher grade raw tobaccos have al- 
ready shown a tendency to advance, sev- 
eral small price increases being noted in 
the past few weeks. This has been due 
to the smaller crop yields and fairly heavy 
buying. Inferior grades, however, are 
moving sluggishly and give no indication 
of impending price changes. 

In the manufacturing end of the indus- 
try, cigarettes show up to best advantage. 
Not only did 1921 break all records for 
output but this year promises to duplicate 
this performance. Cigarettes, being at- 
tractive to most consumers on account of 
the quantity received for the price paid, 
are competing directly with the more ex- 
pensive tobacco products, particularly ci- 
gars. As a result demand for the latter 
has fallen off considerably. Only the 
cheaper grade cigars are moving in satis- 
factory volumes and that has been owing 
to the decided price cuts effected in the 
past few months. 

With a favorable outlook for higher 
raw tobacco prices, it is hardly likely that 
wholesale prices will decline below pre- 
vailing levels. On the other hand, the re- 
tail end of this industry has not yet suf- 
ficiently adjusted itself to the general price 
level, and with competition existing on a 
very large scale, it is almost certain that 
the price of many individual products will 
be lower within a short period. 
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The outlook for the tobacco industry is 
mixed, with the manufacturers of the 
cheaper brands probably being in the best 
position of all. Growers of the better 
grade tobaccos will profit from the higher 
prices to be received. It is doubtful, how- 
ever, that the retail establishments will 
get through this period without lowering 
the price of many of their articles. This 
should result in a decline in earning power 
for the time being, until costs and prices 
are on a more equitable level. 





IF YOUR BROKER FAILS 
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to the broker’s assignee or trustee in bank- 
ruptcy. 
An Illegal Act 


If the broker has pledged the cus- 
tomer’s securities separately (that is, not 
mingled with the securities of any other 
customer) for a greater amount than the 
customer’s indebtedness to him, this is an 
illegal act on the part of the broker. It 
does not, however, affect the rights of the 
person with whom the securities were 
pledged, and the customer can redeem them 
only by paying to such person the full 
amount for which they were pledged to 
him by the broker. 

Where the broker has used his cus- 
tomer’s securities (whether they be securi- 
ties carried on margin for the customer, 
or securities owned outright by the cus- 
tomer and deposited by him with the 
broker as collateral to secure his trading 
account), mingling them with the securi- 
ties of other customers, and has pledged 
the whole for an amount greater than the 
customer’s indebtedness to the broker, the 
person to whom they were pledged in like 
manner obtains clear title to the securities. 
In such a situation each customer whose 
securities went to make up the whole 
amount so pledged by the broker, may 
redeem his securities by paying his pro- 
portionate share of the full amount for 
which all the securities were pledged. 

If any part of the securities thus pledged 
in bulk by the broker is the property of 
the broker himself, the customer may re- 
quire the person with whom they were 
pledged to satisfy his claim against the 
broker as far as possible out of the se- 
curities belonging to the broker before 
resorting to the securities which are the 
property of the customer. (As to the 
foregoing rules, see “Campbell on the Law 
of Stock Brokers,” pages 62 and 63.) 


In “Short-Selling” 


Of course, if the customer’s account is 
“short” at the time of the broker's failure, 
there is no question of reclaiming the 
securities. In such case the condition of 
the customer’s account is determined on 
the assumption that the short sales were 
covered at the closing market prices on 
the day of the failure. If this computation 
shows a balance in the customer’s favor, 
he may file his claim against the bankrupt 
broker for the amount of such balance. 
If, on the contrary, it shows an indebted- 
ness to the broker, the customer must pay 
the amount thereof to the assignee or 
trustee in bankruptcy, and the latter has 
power to sue to enforce such payment. 








How To Compare 
Bond Prices 


Investors desiring to take 
advantage of present day 
bond prices will be inter- 
ested in comparing quota- 
tions with those of 10 
years ago. 

In order to facilitate such 
a comparison, we are dis- 
tributing a 32-page pam- 
phlet containing 

10 Year Price Range 
of All Listed Bonds 

together with 

SALES and PRICES 
For Entire Year 1921 
A Selected List of over 50 
High Grade Short and 
Long Term Bonds, to- 
gether with information on 
the investment situation, 


will be found in our cur- 
rent Semi-Monthly 


Investment Circular 


Investors may obtain a 
copy of either publication 
by calling at our offices or 
by writing on their busi- 
ness or personal station- 
ery. 


L. A. HUGHES & CO. 


INVESTMENTS 
Tel. Rector 2853 100 Broadway 











Vanadium 


Controls over 95% of 
the world’s supply of 
Vanadium steel. Its 
history, earnings, divi- 
dend record and other 
interesting features of 
value to present or fu- 
ture holders of this se- 
curity is contained in a 
special report just com- 
piled. 

Gratis on request for “M.W 59” 


THOS} COWLEY & (10 


Members Consolidated Stock Exchange of 
New York 


115 Broadway, New York 


Telephone Rector $150 
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sent free on request. 
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Confidence 


Whether you invest your money for 
income or for profit, you must first 
have confidence in the house who 


A whole army of investors in more 
than thirty states are sending their 
funds to us by mail every month. 
They buy sound stocks and bonds on 


PARTIAL PAYMENT PLAN 


exactly as they purchased Liberty 
Bonds during the war. No matter 
how large or how small the account, 
you receive conscientious, human- 
interest service. A folder showing 
what others think of our service to- 
gether with full details of our plan, 


R.J. McClelland & Co. 


New York 

















































































prices? 


portance to every investor. 
REPORT ON REQUEST 


morning's mail. 


Wellesley Hills, 82, Mass. 
(Suburb of Boston) 





Will we see a real bull market? 
How about money rates? 


What will happen to bond 


Babsonis Reports 
Special Barometer Letter — off the Y 

press January first — gives you the 

plain, unbiased facts on the present 
situation, and forecasts coming con- 
ditions with remarkable accuracy. 
It contains information of vital im- 


This Barometer Letter and booklet, “Getting 
the Mostfrom Your Money’’—are available for 
distribution to interested investors, gratis. 


Tear out the Memo — now —and hand it to 
your secretary when you dictate the 


Merely ask for Bulletin No. AS? 


Roger W. Babson Statistical Organization 
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THREE GOOD SHORT TERM ISSUES 


(Continued from page 388.) 








pany’s net assets, behind these bonds, after 
the deduction of all other liabilities, in- 
cluding reserves, amounted to over $149,- 
000,000, 

The net income for the year 1920, with 
the cKarge for gas figured at the old 
statute rate of 80c. per 1,000 cubic feet, 
available for interest charges, amounted to 
over $3,750,000, or more than 1.57 times 
total requirements. The eighty-cent rate, 
however, has been enjoined by the courts 
as confiscatory and inequitable and satis- 
factory increases have been allowed. The 
company is now charging at the rate of 
$1.25 per 1,000 cubic feet, but the balance 
over 80c. is being placed in escrow, pend- 
ing the decision of the Supreme Court of 
the United States which is expected in 
the very near future. As the company has 
won its case in all the minor courts, little 
doubt exists that the Supreme Court de- 
cision will be other than favorable. 

These 7% bonds are thoroughly sound 
and their safety is unquestionable. At 
their present price of about 103%, the 
yield to maturity is about 5.88%, which 
is about 1% less than could be obtained 
in other straight out and out short term 
notes of good standing. This sacrifice in 
income, however, is more than overbal- 
anced by the especially attractive converti- 
ble privilege that the bonds carry. This 
provides that on and after February 1, 
1922, and on any interest date thereafter 
until maturity, the bonds may be con- 
verted into capital stock on a par for par 
basis. Consolidated Gas stock has a rec- 
ord of continuous dividend payments for 
36 years, and the present rate of 7% per 
annum has been in effect since 1916. Over 
the past 20 years the average price for the 
stock has been above 140, and even as re- 
cently as 1919 it sold as high as 106% 
and as high as 134% in 1917. In the five 
pre-war years, 1909 to 1913, inclusive, it 
ranged between a high of 165% and a low 
of 114%. At the present writing the 
stock is quoted at about 90%, and with 
the announcement of a favorable Supreme 
Court decision on the rate case, which 
should be handed down before next Sum- 
mer, there is a strong likelihood that the 
stock will cross par and make the con- 
version privilege of the 7% bonds very 
valuable. 


American Cotton Oil 6s 


The American Cotton Oil Company, in- 
corporated in 1889, manufactures various 
cottonseed oil products, the most well- 
known articles of its output being “‘Gold 
Dust,” “Fairy” and “Copco” soaps, and 
“Cottolene.” The company’s outstanding 
capitalization consists of $9,000,000 6% 
notes of 1924; $5,000,000 5% debentures of 
1931 (these issues rank equally) ; $10,198,- 
600 6% non-cumulative preferred stock, 
and $20,237,100 common stock. 

The 6% notes of 1924 are a direct obli- 
gation of the company, but not secured 
by mortgage. The notes, however, are 
issued under an agreement which provides 
that no mortgage lien shall be created or 
placed upon the property of the company 
without the written approval first had of 
80% of the notes outstanding, and also 
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without providing for the security by such 
mortgage of all of the notes then out- 
standing, equally and ratably with all other 
indebtedness secured by such mortgage. 
The notes are also protected by a sinking 
fund, which provides for the retirement 
of $500,000 of notes annually, either by 
purchase or call, at not over 102 and in- 
terest. 

The company’s fiscal year ends August 
3i, and for the past two years deficits 
have been reported, largely brought about 
by inventory depreciation due to the ex- 
treme declines in cottonseed oil. In pre- 
vious years the company has shown a 
steady and consistent earning power, and 
until preferred dividends were discon- 
tinued in 1921, they had been paid regu- 
larly and without interruption since 1892 


High Inventories Liquidated 


The annual report covering the year 
ended August 31, 1921, however, shows 
that the company has thoroughly liqui- 
dated its high inventories and worked it- 
self into a sound, in fact, even a remark- 
ably strong cash position. Although op- 
erations were carried on at a loss of about 
$2,000,000, inventories had been reduced 
from $13,326,640 on August 31, 1920, to 
$6,559,826 on August 31, 1921; notes pay- 
able of $5,800,000 in 1920 had been entirely 
paid off; the outstanding 6% notes had 
been reduced from $10,000,000 to $9,000,- 
600; additional reserves of nearly $900,000 
had been set up; and cash stood at $2,- 
383,333, as compared with $2,968,894 in 
the preceding year. According to the Au- 
gust 31, 1921, balance sheet, current assets 
amounted to $13,334,413, against current 
liabilities of only $1,106,876, an excess of 
$12,227,537. Real estate, buildings, ma- 
chinery, etc. (less depreciation), were con- 
servatively valued at $14,910,437, giving 
total net tangible assets of $27,137,974. 
This figure does not take into considera- 
tion the company’s good-will, trade names, 
brands, etc., on which millions of dollars 
have been spent in advertising and are un- 
doubtedly very valuable. 

In the annual report, Lyman N. Hine, 
president, stated that although the first 10 
months of the fiscal year had been un- 
satisfactory, the last two had been profit- 
able. The company has taken its losses 
and with the market for cotton oil now 
thoroughly liquidated the outlook for fu- 
ture operations is very promising. 

The 6% notes of 1924 are not listed on 
any exchange, but they enjoy an active 
“over the counter” market in New York 
and other cities. They are the obligation 
of a thoroughly seasoned company that 
has satisfactorily “weathered” the read- 
justment period and put its affairs into 
a very strong position. In the opinion of 
the writer, the bonds are entitled to an 
excellent rating as a short term invest- 
ment and can be bought with safety. At 
their present price of 94 to 94% they yield 
about 8.34% to maturity and are excep- 
tionally attractive at those levels. Of 
striking significance in this connection is 
the fact that these bonds are selling com- 
pletely out of line with most other me- 
dium-grade and speculative bond issues. 
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$5,000 IN PUBLIC UTILITIES 
(Continued from page 430.) 


of $6,845,011, leaving net earnings of $9,- 
364,077 available for total mortgage bond 
interest of $3,641,210. 

Southern California Edison Company is 
an exceptionally successful company and 
its General and Refunding Mortgage 6s 
are entitled to an excellent rating. 

Pacific Gas & Electric Company is one 
of the largest public utility companies in 
the United States. It serves 36 counties 
in central and northern California, includ- 
ing the city of San Francisco, having a 
population of over 1,850,000 and an area 
of 54,000 square miles, or a territory 
nearly as large as the whole of New Eng- 
land. The net earnings for the year ended 
October 31, 1921, amounted to $13,454,264 
against total interest charges of $5,133,531. 

The first and refunding mortgage bonds 
are outstanding in amount of $10,720,000 
series A 7% and $10,000,000 series B 6%. 
They are a first mortgage on the entire 
properties of the Mt. Skasta Power Corp. 
and a direct mortgage on the entire prop- 
erties of the Pacific Gas & Electric Com- 
pany, subject to about $83,000,000 miscel- 
laneous issues. Following the bonds there 
is outstanding $39,930,930 preferred stock, 
paying 6%, and $34,004,058 common stock, 
paying 5%. 


An Attractive Issue 


Brooklyn Union Elevated R. R. Com- 
pany is a subsidiary of the Brooklyn 
Rapid Transit Company, which is now in 
the hands of a receiver. The fact of the 
B. R. T. being in receivership is probably 
the sole reason that these bonds are sell- 
ing as low as they are, for they are de- 
cidedly out of line with other issues of 
no greater or better security. The bonds 
are a first mortgage on about 43 miles 
(measured single track) of elevated rail- 
road structure comprising a majority of 
the most important elevated lines of the 
system. They are also a second lien on 
about 48 miles (measured single track) 
of the Kings County Elevated R. R. Co. 
A large part of the lines covered by this 
mortgage constitute main feeders to the 
N. Y. Municipal Railway (B. R. T. sub- 
ways) in which the company is virtually a 
partner with the City of New York. 

These bonds are outstanding in amount 
of $16,000,000 and together with the $7,- 
000,000 Kings County Elevated R. R. 
Company first 4s they underlie practically 
every other obligation of the system even 
to the extent of coming ahead of the Re- 
ceiver’s Certificates. A default in interest 
on either these bonds or the Kings County 
4s would practically paralyze the subway 
systems in which the City of New York 
has an investment of upwards of $200,- 
000,000. These bonds are well secured 
and there is no doubt as to their interest 
being paid. 

It may be said, however, that the pre- 
ferred dividends (both of which are 
cumulative) are being covered by wide 
margins and may be considered conserva- 
tive investments. The common stocks 
have been selected as being reasonably 
certain of continuing their dividends and 
at the same time offering very attractive 
possibilities for substantial appreciation in 
value during the coming year. 
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What Do You Know About Your 
Neighbors’ Business? 


When you invest in stocks and bonds you are put- 
ting your own money into your neighbors’ business 
—yet how much do you know about it? You hope 
to derive an income or resell at a profit—possibly 
both—yet how well equipped are you to watch the 
other business without neglecting your own? 


IT IS THE BUSINESS OF THE EXPERTS OF 


THE INVESTMENT AND BUSINESS SERVICE 
of the Magazine of Wall Street 


TO KNOW ALL ABOUT YOUR NEIGHBORS’ BUSI- 
NESS—AND TO GUIDE YOU ACCORDINGLY 


No one man can always be right, or be equally 
versed in steel and cotton, banking and copper pro- 
duction, the outlook for sugar, equipment, or other 
industries, or whether the railroads are doing as 
well as should be expected. 


But a group of men, each an expert in his own field, 
can get together and out of their collective wisdom 
advise each other. And the total of all their sug- 
gestions and surveys can be used as the text book 
and guide book of others with no practical know- 
ledge of the several subjects or industries. 


THE INVESTMENT AND BUSINESS SERVICE WILL 
HELP YOU JUST AS IT IS HELPING OTHERS 


The Investment and Business Service consists of: 

1.—An eight-page service report is- 4.—The technical position for trad- 
sued after the close of business ers showing what to do with 
every Thursday. 100 stocks or more. 

2.—Without additional charge a 
summary of about 50 words, 
sent to you by night letter col- 
lect—optional with you. 

3.—A special letter of advice when- 
ever any important change im- 
pends. 

8.—The service also comprises the new feature, THE INVEST- 

MENT INDICATOR, which has no duplicate anywhere. In 
tabular form it shows the positions of 75 to 100 stocks and 
tells you what to do with them, if you are an investor. 


SPECIAL THREE MONTHS’ OFFER $30 


The cost of the Investment and Business Service is but $100 per year. 
We shall allow you, however, to test it for three months at $30. 
MAIL COUPON TODAY 


With your subscription, you may send us a list of questions, on which 
we will render our opinion, without extra charge. 


5.—A brief but thorough survey of 
the various fields of industry. 


6.—An analysis of the bond market. 


7.—Recommendations of several 
profit possibilities in bonds. 


— seaeeeeeeeee2ee2 COUPON **# * ee ee eee eee 


The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 


42 Broadway, New York City. 
Gentlemen: Enclosed find my check 
for i Soo} for your Investment and 


Business Service, to be sent me once a 
an entire year 
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with the next issue. 
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Scientific Methods of 
Investing and Trading 
in Stocks 


A free 100-page booklet, written by an 
eminent financial authority, contain- 
ing among other subjects 


Investment and Market Conditions 
Investing for Income 
Investing for Profit 

Averaging an Investment 
Limited Averaging 
Using Stop Loss Orders 


This booklet Is the result of many years of 


scientific study, and it has helped thousands of 
investors and traders to use correct methods 
in their operations, The booklet will be sent 


to anyone free of charee, including our bi- 
weekly financial publication 


“Income Building” 


Ask for M.W.-5 


“Members Gnsolidated Stock Exchange of New York 


ROGERS & SULLIVAN. 











46 Cedar Street, New York 

















January Issue of 


" Blue Book 


for 
Investors and Traders 
features possibilities of 


Foreign Government 
BONDS 


An amicable settlement of vital 
questions before the Disarmament 
Conference, will without doubt 
stabilize these securities and 
A make them more attractive from 


Th 


an investment standpoint. 
ce -oeaad This publication reviews the past 
Brokerage year’s market and considers eco- 
Service nomic and political conditions 


having a bearing on the future. 
It also contains details of our 


Consistent Savings 


Plan 
which offers unexcelled advan- 
tages for the thrifty and those 
desirous of purchasing high grade 
stocks and bonds and paying for 
them out of future earnings and 
savings. 








“The Blue Book” free on request 
oun for M.W.-18 


LEFFLER & 


Consolidated 
Stock Exchange of New York, 


40 Exchange Place 
UPTOWN OFFICE 
Knlekerbockor Bidg., Broadway & 424 St. 


NEW YORK CITY 











436 





NEW YEAR CONTINUES BUSINESS REVIVAL 
(Continued from page 382) 








Activity of Bank Credits 


The recession in total volume bank 
credit is well illustrated by the decline in 
the total volume of national bank deposits 
shown by the Comptroller of the Currency 
in hjs annual report just published. It is 
also seen in the marked falling off of Fed- 
eral reserve bank portfolios to a figure of 
little more than $1,200,000,000 or much 
less than half of the amount held a year 
ago. Nevertheless the activity of credit 
still carried on the books of the banks 
has been very satisfactory, debits to in- 
dividual deposit accounts being reported 
as $33,392,355,000 for November the last 
complete month, with subsequent increases. 
This degree of activity indicates a very 
fair demand for goods at retail and such 
indication is confirmed by the reports of 
large retailers throughout the country 
which show that during the month of De- 
cember there was a satisfactory volume of 
business. This condition, it is true, was 
more noteworthy in some of the centers of 
population and in the North than it was 
in the agricultural districts or in the 
South,—a condition due to the fact that a 
good many farmers have had to ask their 
bankers to carry them over and have not 
been able to buy as liberally as they would 
ordinarily do. Still taking the country 
as a whole, an improving outlet for goods 
is indicated. Comparison with conditions 
a year ago may be drawn from the follow- 
ing summarized statement from the retail 
trade figures prepared for the Federal Re- 
serve Board and based upon the state- 
ments furnished by a selected list of estab- 
lishments in a large way of trade through- 
out the country. 


Retail Trade 


Percentage of increase 
(+) or decrease (—) 
in net sales as com- 
pared with corres- 
ponding period in 
previous year 





October November 

ee B Baw ncesess — 6.7 —13.7 
a ee 4.4 — 7.2 
PR EO, Di ccaseccace + 2.8 — 8.2 
Pe Mivcccenwens — 3.2 — 8.9 
District No. 4........... —15.2 —21,1 
District No. 5.......+..+ — 5.6 —12.9 
District No, 6........... —15.1 —21.4 
District No. 7........++. — 9.9 —16.9 
Bestetes Be, G..cccccccce — 8.7 — 9.4 
District We. 9. .....000e. —12.8 —18,3 
District — 7.4 —13.8 
District —16.7 —25.9 
District — 6.3 — 7.9 





Foreign Trade Still Poor 


The figures for foreign trade most re- 
cently available hold out but little reason 
for satisfaction but indicate that reaction 
or recession is still underway in that field. 
Absence of foreign orders for example is 
responsible for the shrinkage of business 
revealed by the steel companies, in very 
considerable degree. There is a revival in 
some parts of the world, as for example 
in certain of the South American coun- 
tries, but it is limited. The graph show- 
ing foreign trade does not reveal very 
sharp decline but is not altogether to be 
regarded as telling the whole story. At 
the low prices for foodstuffs, and the 
relatively low prices for cotton which 
have prevailed, our shipments of staples 
have gone abroad in considerable quan- 


tity and have served to keep up the general 
volume at the same time that manufac- 
tured gocds had hard work to maintain 
themselves abroad. We continue to receive 
great quantities of gold from foreign 
countries although the inflow is declining. 
Figures now available, in complete form, 
for the past year, show that our net im- 
portation was about $650,000,000 for 1921, 
but there has been a considerably larger 
increase than that in the banks, as their 
statements show due to domestic deposit- 
ing. We cannot continue long to carry 
on business upon this basis and the confer- 
ence, which has now been called at Genoa 
for early Spring and in which the United 
States is evidently to be represented, must 
consider as one of its fundamental ques- 
tions the whole matter of the financing of 
foreign trade. If a decision can be reached 
upon any reasonable basis, we might fairly 
look for the restoration of our commerce 
and the stabilization of exchange by 
gradual degrees—a hope which cannot be 
very strongly entertained if conditions are 
allowed to go on as at present without 
relief. 





WHY THERE ARE SO MANY 
FAILURES 


(Continued from page 378) 











cluding the banks where he has always, 
up to this time, been able to secure the 
modest credit needed to run his business. 
Jones has always been a prompt payer 
and his bank never had any trouble with 
him. 

One day, about a month ago, Jones 
walked into his bank and asked for a loan 
of $2,500. For the first time in his life 
he was refused. In the kindest but firm- 
est way the banker explained to Jones 
that credit was tight and that the loan 
would not be forthcoming as usual. But 
the banker would recommend Smith, who, 
he thought, could spare a loan of $2,500, 
the needed sum. Jones saw Smith and the 
latter agreed to make the loan with the 
following proviso: Jones was to give 
Smith a bonus of $250 for the $2,500 loan 
in addition to the usual 7% _ interest. 
Jones made a rapid calculation: it would 
cost him about 17% to get the loan. 
Jones explained in choice language what 
he thought of the conditions and went 
away. He then went from place to place 
and found no opening. He had to get the 
money: the debt was pressing. Finally 
he went back to Smith and, agreeing to 
the conditions, received his $2,250 and 
went home. He is now paying 7% in- 
terest on the full $2,500, incidentally pay- 
ing the loan off at the rate of about $185 a 
month. Smith is getting more than 17% 
on his money! 


A Peculiar Situation 


There are hundreds of Joneses and 
Smiths throughout the country. 

It is whispered in certain circles that 
the big business men can get all the credit 
they want but that some of the small 
banks are purposely hard on their rela- 
tively insignificant customers. It is even 
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whispered that some two-by-four bankers 
send Jones to Smith, not unaware of the 
terms by which the latter will make loans. 
Sometimes even these banks will redis- 
count Smith’s paper knowing pretty well 
that the money which Smith secures from 
the -rediscounting of this paper will go 
to Jones as the loan made by Smith. It 
is a wonderful system. There are even 
some who say that there are some small- 
town bankers who make a little extra 
money this way. They may or may not. 
Certainly the rank and file of bankers 
do not indulge in such practices, but it 
all goes to show the difficulties faced by 
Jones. 

Is there any help for Jones? In this 
country there are a few large institutions 
which make a practice of lending out 
sums at more moderate terms than Smith 
—but not much more moderate. How- 
ever, the advantage is all with them, 
morally speaking. 

It is obvious, however, that the credit 
needs of the country’s small business men 
are too large for the capacity of the few 
more or less philanthropic organizations 
which may exist, if such organizations 
can be called truly philanthropic. 

Where is there help for Jones? What 
can he do when in need of credit? Are 
there ways of granting him a little re- 
spite from his business troubles? 

With the money market at 434% Jones 
is still paying 18% and 20% and more for 
his funds. It is an evil situation, 


One Solution ae 

Readers of this article who are in 
Jones’ position, or who ever have been, 
know how difficult it is to secure loans 
at reasonable rates when they are hard up. 
It is the purpose of the writer to suggest 
new approaches, for there may be some. 
One way could easily be the following: 
Why don’t the large firms with which 
Jones does business get together, take 
upon themselves the responsibility of se- 
curing credit for Jones on moderate terms? 
They get it themselves. They don't 
have to pay 17% or 20% for their 
money. Let them, so far as possible, 
be their customers’ bankers. It would 
be better business policy in the long run. 





THE TEXAS COMPANY 
(Continued from page 413) 











enterprise Port Arthur has developed into 
a big city, housing mostly the company’s 
employees. The Texas Company was al- 
ways prominent in taking care of their 
employees’ welfare. Other refineries and 
topping plants are in West Dallas, Lock- 
port (Ill), Tulsa (Okla.) and Shreve- 
port (La.). During the last years the 
company has installed 5,000 barrel top- 
ping units at some of the eighteen ocean 
terminals, like Norfolk, Marcus Hook, 
Providence and Bayonne. Thus the total 
refining capacity of these refineries is well 
over 100,000 barrels a day; 18 gasoline 
compression plants produce 43,000 gallons 
of gasoline per day; a fleet of over 5,000 
tank cars, owned and leased, are part of 
the well organized and equipped transpor- 
tation system. 

All these facts should enable the stock- 
holder and others to realize the strength 
and magnitude of the Texas Company. 


for JANUARY 21, 1922 
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NOUNCEMENTS 
Paid to Div. 
Ann. Amt. Stock of Pay- 
Rate Name Declared Record able 


4% Allis-Chalmers, c. 1 *&Q 1-24 2-15 
8% Amer Cigar, c..... 2 %& 
7% Am a Mach, p 1M % 
6% Amer Lt & Trac, p 1%%QO 
4% Amer ui & Trac, c. 1 @%Q 
Am Lt &T,cstkd.eci % 


_ 
- 
os 

~ 


: 2- 1 
1- 1-15 
1- 2-1 
1- 2-1 
chan 1- 2-1 
6% Atch, Top & S Fe,c 1K% 1-31 3- 1 
7% Atlantic Refining, p 14% 1-16 2-1 
8% Borden Co, c....... %S 2-1 2-15 
7% Brown Shoe, p. in% 1-20 2-1 
7% Bunte Bros, p..... 14% 1-25 2- 1 
2% Carolina Pow& L,c %RO 1-18 21 
8% Commonw’th Edixn 2 %Q 1-13) 2-1 
$2.40 Compania St I ($15).$1.205 1-21 2-21 
$1 DuPont Ch, p($5).25e Q 1-25 2-6 
$1 DuPont Ch, c($5).25c Q 1-25 2-6 
12% Edison El Il of — 3 *%Q 1-16 2-3 
8% Eureka Pipe Line.. 2 oy 1-16 2-1 
5% Fajardo Sugar..... 1% %Q 1-20 2- 1 
6% Federal Sug Refin, p 1% % 1-20 2-1 
7% Federal Sug Refin,c 14 %0O 1-20 2-1 
$10 Fisher B, c (no p).$2.50 QO 1-21 2- 1 
6% General Motors, p.. 1%%Q 1-14 2- 1 
7% Gen'l Mot, 7% deb 14%%Q 1-14 2- 1 
6% Gen’l Mot. 6% deb 1% %Q 1-14 2-1 
7% Kelsey Wheel, p... 14 %O 1-20 2-1 
$2 Miami Copper ($5).50¢ Q 2-1 2-15 
$4 Midw’t Refhn ($50).$1 Oo 1-146 2-1 
8% Mullins DBody, p.. 2 %¢ 1-16 2-1 
6% Pub Serv of N Ill, p 1%% 1-14 2-1 
7% Pub Serv of NIll,c 14%%O 1-14 2-1 
7% Simmons Co, p.... 14%O 1-15 2-1 
7% Spd (AG) & B. ist p 14% %O 2-21 3-1 
8% Spd (AG) &B.2ndp 2 %O 2-21 3- 1 
6% Tobacco Products, c 1%%Q 1-31 2-15 
.. Virg R& P,pstkd.z6 % 1-10 2- 1 
e Payable in cemmon stock. 


z Payable in preferred stock. 





SECURITIES AND COMMODITIES 
ANALYZED IN THIS ISSUE 
The following is a list of the securities 
and commodities analyzed in the January 
7th issue of THe MacazingE or WALL 
STREET : 







Bonds 
Bethlchem Steel 7s..........005++ , 388 
Consolidated Gas 78......+-.0-+0e008: — 
New York Edison 6% ee 414 
Breoklyn Union Gas Co. 5s....... its . 414 
American Cctton Oil 6s.............- ~.» 434 
Southern Cal. Edison 658..........cee+ceeeee 435 
Pacific Gas & Electric 758........+s-csese00 435 
Brooklyn Uion R.R. -5Ss.........sceeesss-e+++ 435 
Railroads 
em ca nccgccnucesouscecevescescoccess 390 
St. Louis Southwestern.......... oo O98 
Missouri, Kansas & Texas. — 
Toledo, St. Louis & Western. -- 993 
Pere Marquette ...........- . -. 393 
“= )  - erage 393 
Chicago & Eastern Illinois..............+. 429 
Industrials 
American Hide & Leather...........+-+5++ 396 
American Sugar Refining.............++++ 397 
Corn Products Refining............++++«+: 398 
Mamastanm COR ccoccccccccececvsccvescesese 399 
BemGGPGGP cccccccccccccccccccccsccoeese 400 
BEE, BOD. oc cc ccccccccccescocecsseses 401 
Petroleum 
Temne Cemgany .ccocccccccseccess ani Se 
Mining 
DEE: 5... ce cetedesedssedesnnsensessseve 410 
DINED 055000006 006090066500000000.068 410 
DE ccnwes eueoeeeso0se0secee seeeeeeoees 4il 
DEED cnudoccecesdnesoncveccnovesss 411 
GED Socescesecscccccecccescocseoscvecsce 411 
Over-the-Counter 
Mase Foran TiaB..cccccccvccccsccesecoceccsce 428 
WE TEE cecnscctcccacconcescoccess 428 
Public Utilities 
Public Service New Jersey............+.++ 415 
Commodities 
ND éascéncedeeenivessssesesccsepecces 385 
ll ittnndnaidnektien sab ekhnbncke<0%%e 385 
ED  ¢.n90060n600b006g 40eesecectoecee 432 
PS pr Pere 432 
DE nddeceugeckawnes 02060000660 000006 433 


STATISTICAL 


New Issue Contains 
High and Low 
Prices for 1921 


Also earnings, capi- 
talization, properties 
and other’ valuable 
statistics on stocks 
and bonds listed on 
the leading exchanges 
in the United States 
and Canada. 


Valuable in checking 
your investments for 
the new year. 


Sent Gratis. 
Ask for M.W .-187 


MOSHER£;WALLACE 


Stocks - Bonds - Grain 
‘en MBERS NEW YORK PRODUCE EXCHANGE 
CONSOLIDATED STOCK EXCHANGE NEW YORK 


33 BROADWAY | 30 E. 4224 Sr. 


PHONE: WHITEHALL 1140 


PHONE: VANDERBILT 10250 











Sears, 
Roebuck & Co. 


World’s largest mail or- 
der merchandise enter- 
prise, with gross sales 
normally surpassing 
$250,000,000 yearly. 


Special report analyzing 
company’s _ present 
status, earnings, finan- 
cial position, dividend 
record, etc., together 
with market highs and 
lows of the _ shares, 
mailed free on request. 


Also important informa- 
tion on 


Texas & Pacific Ry. 
Pierce-Arrow 
Seaboard Air Line 


Ask for M.W-685 


KOHLER. BREMER &CO. 


STOCKS —BONDS 
MEMBERS CONSOLIDATED STOCK EXCHANGE of NEWYORK 
— Main Office: — 


32 BROADWAY ~— NEW YORK 


TELEPHONE — BROAD 6910 
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What is the 
dividend record? 


Ts chance of continuance of 
dividend on any stock may 
be more accurately determined if 
one is familiar with the dividend 
record over a period of years. 
Past performance is a reliable 
guide, in most cases. 


The Investor’s 
Pocket Manual 


fs a handy 272-page book that 
gives dividend records and high 
and low prices over a period of 
years for practically every Amer- 
ican railroad, industrial and min- 
ing corporation. In addition, it 
gives other valuable statistics for 
the trading public. 


Call, telephone or write nearest office 
for your free copy of booklet MX 413 


Ws. H. MCKENNA & CO. 


New York Offices 
25 Broadway 25 West 43d Street 
Philadelphia Office Pittsburgh Office 
Widener Bldg. 240 Fourth Ave. 
Paterson Office Chicago Office 
119 Ellison Se. 178 W. Jackson Blvd, 




















































$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 


$220 Returns $22 Yearly 


Invested in an Established Finance 
Corporation 


—Enjoying unusual confidence. 
—Well a _v.. by stringent 
State king or Loan Laws. 
—Lending money on good secur- 
ity on the safest basis known 
to bankers—widely distributed 

loans. 

—Under stron management, 
with an enviable 8 years rec- 
ord of proved value. 

—An opportunity to share in at 
least one-third of the large 
i profits. 

—Paying a me < of i» to the 
yy od Proving wing steadily 

years why ing st a 
with 


a large share of 
Over a Quarter Century of experience 
in finance and business management is 
behind our recommendation of this 
investment. 


Send for Circular M-5 giving full details 


Clarence Hodson & [h. 
wwe ESTABLISHED 1893 oer INC. 
IPECIALIZE IN SOUND SECURITIES 


VIELDING ABOVE THE AVERAGE 
26 Cortland St.,- New York. 
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MORE ABOUT BUCKET SHOPS 


Editor: THe MaGAzIne OF WALL STREET: 

Have been an ardent reader of your 
MacaziIne for quite some time and I 
doubt whether there is any better concern- 
ing securities. 

Have been more than interested con- 
cerning your series of articles concerning 
the evil of the bucket shop. You proba- 
bly receive many letters from victims of 
these “brokers,” but this is one from one 
of the culprits. 

I will state my case in brief. I am a 
“customer’s man” in a bucket shop. My 
clientele is worth approximately $50,000. 
These clients are “worked” by a series of 
“pyramiding” “overloading” and various 
other methods that you are fully ac- 
quainted with until they are “clean.” Now 
this sort of “plucking” does not appeal to 
the. I would much rather give these peo- 
ple a fair and square deal. I manage to 
keep my wife and myself very comfort- 
ably on the salary I get for this thievery. 
Am I to refuse to work for these people 
because I know they are crooked? Could 
I walk into a New York Stock Exchange 
house and go to work at anything higher 


than marking up the board? Is there any 
way of my transferring these clients to a 
New York Stock Exchange house and 
have them treated fairly and at the same 
time associate myself with said house as 
a customer’s man? I don’t see any other 
way than to continue for the “bucketeer” 
or to transfer to another of the same type 
Will be glad to assist your publication 
in any way in its crusade against the 
bucket shop (outside of biting the hand 
that feeds me). F., B. S. 
This letter has been published because 
it will give our readers a practical illus- 
tration of the evils against which we are 
waging war. It all goes to show how 
dangerous it is for investors to place their 
funds with any but houses whose honesty 
and reliability is guaranteed. Incidentally, 
notice the reference in the above letter to 
“pyramiding,” “overloading,” etc. These 
terms, in brief, mean that the customer 
is encouraged to trade beyond his means; 
in other words, to buy stocks on a very 
slim margin. No reputable broker will 
accept an order with less than a 10-point 
margin, and the fact that a broker is will- 











STOCK MANUAL 


It contains over 250 pages of valuable 
condensed statistics and information 
relative to stocks and bonds listed on 
the leading exchanges in United States 
and Canada. 
If you cannot call, send for Booklet 
M.W. 370 


WILSON & CHARDON 
Members Consolidated Stuck Exch. of N.Y. 
62 Broadway New York 
Telephone Whitehall 1964 











MARKET STATISTICS 


N. Y. Times 

N.Y.Times Dow, Jones Avgs. -——50 Stocks—— 

40 Bonds 20Indus. 20Rails High Low Sales 
Monday, Jan. 2........ HOLIDAY. 
TussGey, Jan. 3........ 75o 78.91 73.48 68.61 66.94 935,904 
Wednesday, Jan. 4...... 75.05 79.61 73.91 67.82 66.66 789,240 
Thursday, Jan. 5....... 75.07 78.68 73.56 67.87 66.63 835,428 
| ee ee 75.25 78.96 73.65 67.43 66.64 573,049 
saterday, Jan. 7..;:.... 75.28 79.12 73.85 87.44 67.02 764,840 
Monday, Jan. 9........ 75.46 78.87 73.43 67.44 66.49 517,295 
Tuesday, Jan. 10....... 76.01 78.59 73.54 67.00 66.21 465,729 
Wednesday, Jan. 11.... 76.22 80.03 74.01 67.58 66.86 454,660 
Thursday, Jan. 12..... 76.49 79.96 74.65 67.99 67.24 500,385 
Friday, Jan. 13........ 76.87 80.82 74.98 68.50 67.45 609,699 
Saturday, Jan. 14....... 77.05 81.23 75.36 68.89 68.31 428,405 
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| What's the Matter with 
‘General Motors 


We have issued an ex- 
clusive and compre- 
hensive report contain- 
ing reliable information 
and suggestions. Copy 
MWS3 sent on request. 





We cordially invite you 
| to visit our Board Room 
at our uptown office, 
126-130 East 59th Street. 








SPENCERS) 


MEMBERS CON a STOCK EXCHANGE 
* STOCKS & BONDS « 
50 BROAD STREET. NEW YORK 








ing to accept an order on a smailer mar- 
gin is almost a sure sign that something 
is wrong. If you wish to know the char- 
acter of your broker find out the size of 
the margin he demands 





WHY.PENNA. R. R. ADOPTED 
REGIONAL SYSTEM 


(Continued from page 391) 




















STOCKHOLDERS LISTS 
for Investment Bankers & Brokers 


in Over Two Thousand Corporations 
Write for catalog 


WM. JONES 
Auditors, Inc. 
116 Broad St. New vot City 
Tel. Bowling Green 8811-88 























Chicago Securities 
Bought—Sold—Quoted 
ROBERTS, HISCOX & oe. 


2 So. La Salle St. 














MONTHS 

to pay for any stock or bond. 

Write for bookles FREE. 
RODNEY & CO. 


Members Con. Stockh Ex.ef N.Y. 
55 Broadway, Nev¥eck 
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American Banker 
SSE NEY BSE 
OLDEST AND MOST WIDELY CIRCULATED 
Banking Journal in America 
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Investment 
Securities 


Heywood Brooks & Co. 


Popular Preferred Stecks 
149 Broadway New York 




















DIVIDENDS 


HUPP MOTOR CAR 
CORPORATION 


Detroit, Michigan, January 5, 1922 
The Directors have declared a quarterly divi- 
dend of 2%% on the common stock of the cor- 
poration, payable February 1, 1922, to stock- 
holders of record January 16, 1922. Checks will 
be mailed. 
A. VON SCHLEGELL, Treasurer. 








for JANUARY 21, 1922 


owing to the abnormal condition of busi- 
ness, and especially that of the railroads, 
it has not yet had a complete trial. 

“We have, however, had sufficient ex- 
perience with it to conclude that it is bet- 
ter than any other form we could have 
adopted following Federal Control, and is, 
therefore, expected to continue, with per- 
haps such slight modifications from time 
to time as may be deemed advisable not 
only in the interest of the Company, but 
that of its patrons. 

“The regional organization will be ex- 
panded if, in our judgment, the net re- 
sults are beneficial to the Company’s 
stockholders, the public, and the employes, 
and it will be modified if efficiency per- 
mits. We are not committed to any par- 
ticular organization, except one that pro- 
duces the best and cheapest transportation 
system for the public and that can earn 
and pay proper wages and a fair return 
upon the capital invested 

“In addition, I would like to point this 
out, that we have found it possible to have 
this effective regional organization—with 
the number of executives and other officers 
not materially in excess of the number 
prior to the war and spread out more 
effectively over four regions instead of 
being concentrated at two points—at a 
cost that consumes no greater part of our 
earnings than many of the other large 
railroad systems.” 


45, 000 | Dividend Checks 


More than 45,000 dividend checks 
were necessary in order to pay the 
shareholders of Swift & Co. their quar- 
terly dividend on October 1, 1921. The 
shareholders in this packing concern 
are scattered over the entire face of 
the globe. One or two are in Africa 
Several reside in the Philippines, Ha- 
waii, Japan and Alaska, and every 
country in Europe is represented 

There are also shareholders in every 
state in the United States. A map 
of some of the states spotted with the 
number of shareholders, would turn 
black. For instance, Massachusetts 
has 5,764; Connecticut, 3,287; Maine, 
407; New York, 3,364; little Rhode 
Island, 363; Pennsylvania, 1,462; Mary- 
land, 160; Illinois, 8,684; Missouri, i,404. 

The company has also concentrated 
on the sale of shares to its employes, 
so that it now has approximately 21,000 
employe shareholders who are helping 
to make and distribute its products. 
Fourteen thousand of these men and 
women own stock outright. Over 7,000 
more are buying shares on the install- 
ment plan. The holdings of these em- 
ployes are large, representing a total 
of nearly 250,000 shares—a total value 
of more than $24,500,000. Fifteen thou- 
sand of the shareholders are women. 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities af- 
forded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a_rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921, on Mexican 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 20th, 1921. 


OUT OF TOWN CUSTOMERS 





My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls ) er as though they were 
in my office. can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOX Go 


PUTS ana CALLS 
G d by Members of the 
New York Stock Exchange 
233 BROADWAY NEW YORK 
Phone Barclay 5216 











































How to 
Make Money 
and Keep It 


Men work hard and long to make 
money, only to throw it away over night 
through poor investments. 








HOW TO MAKE YouR| 
MONEY MAKE | 
MORE MONEY | 














They fail through lack of FINANCIAL 
SKILL. 


How You May Make 
Money and Care for 
It Successfully 
is explained in our FREE 20-page 
booklet. ae 
Page 5 contains a diagram which will 
show you exactly what to do to in 
FINANCIAL INDEP*NDENCE., The 
diagram on Page 6 may ovrove the turn- 
ing point in your whuvie ufe. 
Simply ask for a copy of M. W.—21 


American Institute of Finance 


Boston, Mass. 
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AMERICAN CAN COMPANY 
(Continued from page 399) 











exactly the same amount, issued and au- 
thorized, of common stock. 

The company’s earnings have been am- 
ple to secure bond interest, as shown by 
the following compilation (in thousands, 
excepting, of course, “Times Earned”) : 


Total Bond Times 
Income Interest Earned 
$8,591 $628 13.68 
12,495 20.74 
6,576 575 11.42 
5,728 26.74 
5,331 520 13.68 





The bonds are selling currently around 
94, at which price they offer a yield to 
maturity of about 6.05%. 

The preferred stock is a cumulative 
issue bearing 7% dividends. Dividends 
that had accumulated upon this issue dur- 
ing the formative period in the company’s 
career were fully discharged as far back 
as 1913, and the full 7% paid since that 
time. A glance at Table II reveals a 
sizeable margin of safety in earnings on 
this issue. The preferred sells currently 
at 94 where it yields 7.4% and is reason- 
ably attractive as a long-pull investment. 

The common shares, having had no di- 
vidends since the formation of the com- 
pany, are now selling around 32. The 
price reflects a large asset value and the 
general impression, referred to before, that 
the company could start dividends if it 
chose to. As a speculation, the issue has 
good possibilities at these prices. 
PROTECTIVE COMMITTEE FOR E. W. 

WAGNER CLIENTS 

A committee for the purpose of pro- 
tecting the interests of clients of the E. 
W. Wagner Co. has been formed recently. 
Two classes of investors are involved, 
those who have paid in full for their se- 
curities and those who hold them on mar- 
gin. The committee has retained R. E. 
Hand, of 52 Wall Street, as attorney. 
There will also be retained a firm of certi- 
fied public accountants to conduct the ac- 
counting necessary to establish each claim. 

The following circular letter has been 
sent out to clients of the brokerage firm: 

“It is frequently possible to recover pos- 
session of securities from a trustee or re- 
ceiver if proper action is taken promptly. 
This is so whether the securities were 
owned outright or purchased on margin. 
Under certain conditions customers own- 
ing securities paid in full have a prior 
right to reclaim. Success depends upon 
establishing your right to securities com- 
ing into the hands of the receiver. If they 
have been sold you must establish your 
right to the proceeds realized from their 
sale. Claim must be made promptly and 
before a proof of debt is filed, otherwise 
you may lose your right to reclaim your 
securities and the advantages that follow 
reclamation. 

“Co-operation between the customers 
having such claims will minimize expense 
to the individual and render more certain 
the result. Co-operation will avoid dupli- 
cation of the investigation and accounting 
necessary to establish each claim, will se- 
cure at a reasonable cost competent legal 
representation, and will place at the dis- 
posal of each the information procured by 
all.” 














Emanuel, Varcoe & Co. 


Members Consolidated Stock 
Exchange of N. Y. 


Specializing in 


U. S. STEEL 


ODD LOTS 
Our Specialty 
All listed securities bought and 
sold for cash or carried on con- 
servative margin. 
Send for our 
CYCLE PLAN 


on 


U. S. STEEL 
52 Broadway New York 

















Special Offer Expires Feb. 10 


You 
And Your Broker 


Your Duties and Rights 
His Obligation to You 








The Standard Reference Book on the 
Relation Between Broker and Client. 
It tells you— 


Why you have been charged interest? 
Why it is best to transfer securities? 

o gets the premium on a stock loan? 
How to figure interest averages? 

y you get less om an odd lot sale? 
How to check your broker’s statement? 

your broker may sell your 

account ? 

y you have not received your stock? 
How complaints may be lessened? 

en you should sign a proxy? 
When not to sign an authorization? 
It contains hundreds of helpful cautions 

suggestions that may save you money 


SPECIAL OFFER 


The regular publisher’s price of this 
book is $3. ‘Sut we will fill all orders 
received from regular readers of The 
Magazine of Wall Street by February 


10 at the 
Special Price .......$2.00 


This book, written by a former member 
of the New York Stock Exchange, is 
— of incalculable value. It is a 
— ant — be on Ge om or in 

rary every man © employs 
the services of a stock broker at any 
time, whether for investment or trading. 


Know Your Rights! 
Guard Your Funds! 


Send for this book today 


MAGAZINE OF WALL STREET 


Book Department 
42 BROADWAY NEW YORK 


Magazine of Wall Street, 

Book Department, 

42 Broadway, New York 

Send me “You and Your Broker.” I 
enclose $2.00, in accordance with your 
special offer which expires February 10, 
an | unless the edition is exhausted 
earlier. 

















THE MAGAZINE OF WALL STREET 


























ANSWERS TO INQUIRIES 
(Continued from page 421.) 











pany had substantial amounts to write off 
for inventory losses it appears that this 
is a very good statement. While the bal- 
ance sheet shows a fairly large floating 
debt, under general improved business con- 
ditions this should not cause any worry. 
The common stock is of course a specula- 
tion, but it appears to have fair possi- 
bilities. 
FOR LIFE INVESTMENT 
American T. & T. vs. Pullman 


Kindly give me your opinion for an investment 
of $2,500. I am ccnsidering buying New York 
Telephone 6s due 1941. Or Pullman stock under 
110. J want a safe investment. I think Pullman 
is @ coming concern and well managed. Ycur 
advice on Allis-Chalmers and American Tele 
phone turned out very satifactorily—E. L. F., 
San Diego, Cal. 

We have no hesitation whatever in sug- 
gesting an investment in New York Tele- 
phone 6% bonds due 1941. However, you 
say that you wish a “safe investment” and 
we would not place Pullman stock in the 
same class as New York Telephone bonds. 
The company operated at a deficit last 
year and in fact paid part of its 8% divi- 
dend, that called for $9,599,820 out of its 
surplus. It is true that this only reduced 
the profit and loss surplus account by 
$3,000,000, but the fluctuating earning 
power of this company and the fact that 
the stock declined from 132 in the past 
three years down to 89 is a reflection of 
the inability of the company to go through 
a depression without harm. However, we 
would say that we consider the stock a 
good speculative investment. Instead of 
Pullman around 110, we would rather pur- 
chase American Telephone around 115 
paying 9%, or a stock like Union Pacific. 
These have a very consistent earning pow- 
er and we believe should sell higher ulti- 
mately. We notice that you are satisfied 
with our advice on American Telephone 
and Allis-Chalmers and we are certainly 
glad for your sake that both stocks have 
done very well ever since. We believe you 
could safely continue to hold them as the 
income is large and their prospects still 
very good. 

We think very well of Westinghouse 
Electric around 50 paying $4, or a stock 
like Philadelphia Co. around 33 paying $3. 





SHORT OF “FRUIT” 
An Inadvisable Undertaking 

I am short 300 shares of United Fruit at 105. 
What do you think I had better do under the 
circumstances? 

You have a very unfortunate position in 
United Fruit and we can only say that we 
regret that you did not get in touch with 
us sooner. In taking a highly speculative 
position on a stock of this character, one 
of the first principles of successful trading 
in stocks is to limit your loss to 5 points 
at the outside and as a rule on short sales 
would favor a 3 point stop loss. 

A careful study of this company led us 
to the opinion some time ago that it was 
a bad stock to go short of. This company 
came through a period of depression in 
remarkable style. For the first six months 
of 1921, which was a very bad period for 
the shipping business, it is semi-officially 
stated that the company earned $12 a share 
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Successful Trading 


The successful professional trader is continually 
checking up his own judgment so as to cut his losses 
to a minimum. 


The business man who trades in securities needs the 
guidance of the expert in order to make money in 
the stock market. Trading is a business in itself. 


When you want to build a house, you engage an 
architect even though you have your own ideas about 
how you think this house should be built. You 
wouldn't think of being your own lawyer; nor your 
own engineer, if you wanted to build a bridge. 


It is for that reason that THE TREND LETTER 
TRADING SERVICE is equally of advantage to the 
average trader and to the experienced operator. It 
assists the former to a greater success than he could 
attain himself, and helps the latter check up his own 
judgment. 


The business of THE TREND LETTER TRADING 
SERVICE is to advise its subscribers on exactly how 
to trade; exactly when to get in and exactly when to 
get out. Its experts, experienced and successful men, 
are constantly watching the market, from every angle. 


The Trend Letter Trading Service works to reduce 
your risk and build up your profits. Advices are 
sent to subscribers by fast telegrams. It puts sub- 
scribers in the market on the long or short side, 
and in the majority of cases gets them out with 
a profit. 


The cost of the service is small. The value is great. 


If You Are Going to Trade, You Need 
THE TREND LETTER TRADING SERVICE 





Send for details and for our Recent Record 
of Results. Fill in and mail coupen below. 





The Trend Letter Trading Service 
42 Broadway New York 


aaeeeeeeeeneeeeee lh REE INOUIRY BLANK ###«eeeeeeeeeneen= 


THE TREND LETTER TRADING SERVICE 
42 Broadway, New York 


Gentlemen :—Please explain in detail how the Trend Letter Trading Service 
would operate for me. Also send me your Recent Record of Results. 
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Write to Him 


42 BROADWAY 








| direct supervision of The Book Man. 


Ask The Book Man—He Knows 


| If It’s a Book on Finance—Any Phase of It— 
The Book Man Has It or Will Get It For You 


If you are planning a course of reading—if you want to study up on certain 
points in connection with finance, economics, or any general business matter 
—there’s a book or series of books covering the question. You may not even 
know the titles, may not know what author to follow; but,— 


Write to The Book Man 
Better Still, Come In and Talk It Over With Him 


The Magazine of Wall Street has established the Book Department under the 
He knows finance, knows stocks and 
bonds, the markets, general business conditions; and is thoroughly equipped 
to advise and guide you in your reading. He will select the books for you, get 
them if he hasn’t them in stock (most of them are probably on his shelves) and 
all in all you will find him the most helpful book adviser you ever met. 


Call on Him 


THE BOOK MAN 


at THE MAGAZINE OF WALL STREET 


ROOM 547 


Phone to Him 











NEW YORK CITY 











on its stock. As of December 31, 1920, the 
working capital of the company was $23,- 
125,000. 

In our opinion, this stock has a very 
good chance of going to higher levels; of 
course, it has had a big advance now and 
there may be a reaction from this point 
which of course is anybody’s guess, de- 
pending on general market conditions. This 
stock is rather closely held and that makes 
it a dangerous security to be short of. If 
the insiders desire to do so, they could 
put it up 30 or 40 points higher. Under 
these circumstances, we would advise you 
to either take your loss or protect with a 
stop loss order with the idea of covering 
to better advantage should there be a 
reaction. 


A $10,000 INVESTMENT 
Should Diversify Holdings 


Will vou kindly give the writer your advice 
as to the safety of investment in fifty shares of 
American Steel Foundries preferred stock and 
fifty shares of Republic lron Steel Co.’s pre- 
ferred stock? ; 

The writer has a sister-in-law who wishes to 
invest about $10,0@0 in these securitics which 
yield about 8% at the present market price, but 
at the same time I would not wish to invest her 
money in securities that were not safe. Your 
judgment is highly prised. —G. D. G., Chicago, 
Til. 


American Steel Foundries preferred 
stock appears to us to be in a very strong 
position. The funded debt of the company 
is only $684,800, so that the preferred issue 
of $8,481,300 is almost the first security of 
the company. As of December 31, 1920, 
the working capital was nearly $16,000,000. 
This combined with the valuable plants and 
property of the company makes the asset 
value behind the preferred stock very 
large indeed. 
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Republic Iron and Steel Company has a 
funded debt of $13,374,000, a preferred 
stock issue of $25,000,000 and a common 
issue of $30,000,000. Working capital of 
the company as of December 31, 1920, was 
$25,500,000. This stock is also in a fairly 
strong position but not quite as good as 
\merican Steel Foundries preferred. 

Of course, there is always the possibility 
if conditions in the steel trade remain un- 
favorable for a long period of time that 
dividends on preferred stock such as these 
might be temporarily held up. We have 
no doubt, however, but that ultimately 
these stocks will work out very well and 
we do not believe that conditions will get 
so bad that either of these dividends will 
be cut. 

Rather than put the entire $10,000 in 
these two stocks, however, would suggest 
picking a larger list. We suggest Allis- 
Chalmers 7% preferred, selling around 85. 
The working capital of this company is 
largely in excess of the preferred stock 
issue. Also favor General Motors 6% 
preferred selling around 70. This stock 
appears to be in a strong position as it is 
followed by 20,000,000 shares of common. 

In the bond list there are some issues 
that appear very well secured that yield 
8%, as follows: Chili 6s 84. Pierce Oil 
8s price 100. Central Steel 8s price 100. 





FRENCH CITY BONDS 
For Business Men’s Investment 
Do you consider the 6% bonds of the three 
French cities of Bordeaux, Lyons and Marseilles 
well secured and are you recommending them for 
investment? At what prices were they brought 
ot. phon and by whom?—T. O. O., Yonkers, 


"The external loans of the city of Bor- 


THE MAGAZINE OF WALL STREET 


deaux, the city of Marseilles and the city 
of Lyons can be regarded in our opinion 
as a good business man’s investment. 
There is ample security behind them but a 
good deal depends on how France will 
ultimately work out of its present rather 
top-heavy financial structure. Personally, 
we would prefer to have our money in 
good American securities, but if you be- 
lieve that the situation in Europe generally 
is going to mend, you would undoubtedly 
have an excellent chance to ultimately take 
a profit on these bonds. They are all three 
a direct obligation on the cities, which are 
among the three most prosperous in 
France. They were brought out in No- 
vember, 1919, by a syndicate headed by 
Kuhn, Loeb & Co., New York, at 92%. 





IS ANOTHER MERGER PERIOD 
APPROACHING? 


(Continued from page 374) 











capitalized at something like a billion and 
a half, the sinking fund 5s sold off thirty 
or forty points, the preferred stock sold 
off $50 a share, and the common down to 
83%, after having been distributed above 
$100 and $50, respectively. 

Time has been the educational factor 
in the matter of industrial combinations, 
and now that, in a great measure, the op- 
position has been removed, we may look 
for additional combines somewhat along 
the following lines: 

Experience has proven that a smaller 
amount of promotion common stock in a 
conservatively capitalized corporation, hav- 
ing a sound basis and managed with an 
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eye to the future, is more in line with 
present-day banking practice than the off- 
hand creation of an unlimited promotion 
stock which may carry with it a number 
of regrets and a long period during which 
actual values are supplied to supplant 
original watery emissions. 

While those who take the original risk, 
that is, supply the funds or the backing 
necessary to the creation of such con- 
solidated enterprises, are entitled to a lib- 
eral profit because of such risk, they are 
likely in future so to adjust the weight of 
capitalization to the carrying capacity, or 
let us say, the dividend paying capacity, of 
such enterprises during periods of stress. 
than to overload these new ventures at 
their inception. 

Security issues, which in former years 
were practically all created with a con- 
siderable amount of fixed charges, cumu 
lative preferred dividends, and other finan- 
cial overhead, are more likely to be rep- 
resented by a minimum of bonds, followed 
by cumulative preferreds and common 
shares of no par value. Lined up in this 
way new corporations will be given more 
development latitude without being handi- 
capped by interest or dividend charges 
which in bad times are apt to impair 
working capital. 

Consolidations of 1922 vintage should 
have their origin in economic necessity, 
either by way of meeting competition, re- 
ducing overhead, selling expense, adver- 
tising, transportation costs, etc., or be- 
cause of the demand for protection of some 
of the country’s vital industries in peace 
or war. The recent Allied Chemical & 
Dye consolidation contained some of these 
elements, and the new enterprise thus far 
has demonstrated its ability to pay divi- 
dends on the common shares during very 
depressed conditions. 


Other Possible Consolidations 


There is likelihood that 1922 will wit- 
ness important combinations in the field of 
copper mining, petroleum production and 
refining, sugar planting and refining, rail- 
way transportation, and other lines, as 
well as the steel combination previously 
referred to and now much in the public 
eye. 

Inasmuch as many of the corporations 
which may be included in some of the 
groupings now under consideration were 
able vastly to strengthen their financial 
resources, and fully develop their produc- 
tive capacity during the war period, and 
thus greatly build up the value behind 
their shares, present stockholders should 
benefit through the resulting reduction in 
expenses and other economies growing out 
of consolidation; the recapitalization on 
the basis of actual values represented in 
the properties; stability of earning power 
under new conditions; strengthening of 
management by a selection of the best of 
such elements found in the component 
parts; reduction of shipping distances on 
both raw and finished material, and in 
many other ways. 

Most important, however, are the ele- 
ments of financial and credit strengthening 
and the stabilizing of earning power and 
dividends. Whatever tends to aid in those 
directions will be most welcomed by both 
present and future stockholders of Amer- 
ican industrial and railroad corporations. 
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Broadway at 103d St. 


Near Riverside Drive 
Central Park, Theatres 
and Shopping Sections 


MARSEILLES 


(Subway Express Station at Door) 





Single room and bath $3 and 
$4 per day. 


Double room and bath $5 rer day. 
Handsome suites of 2 and 3 rooms 











Dinner De Luxe $1.35 served 
in Blue Room and Grill. 


Exceptional Orchestra. 
M. P. MURTHA, Mgr, 
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PARTIAL PAYMENT BOOKLET 
A comprehensive booklet pre- 
pared by a well known New York 
Stock Exchange firm — explains 
clearly the many benefits of this 
plan to small and large investors. 
*(185) 
FINANCIAL REMINDER AND 
READY REFERENCE RECORD 
Photographic reproduction of a 
worth-while loose-leaf hand book 
including sheets. Indexed monthly 
reminder for income and obliga- 
tions—a perpetual record of in- 
vestments. 


A folder on BONDS, explain- 
ing why they offer the best op- 
portunities for safe ae profit- 
able investment. (172) 

MEETING FIXED CHARGES WITH 


BOND T 
“How Jim Blake Solved His 
Expense Problems” is the name 
of this extremely interesting 
booklet. Every investor should 


have a copy. 74 
7% GOLD NOTES WITH BONUS OF 
COMMON STOCK 
A circular describing an at- 
tractive investment combining 
safety with an opportunity for 
large profits. The corporation 
has been in business for 47 years 
with an excellent earning record. 
Should prove of great interest to 
the modest investor, as bonds 
can be bought in $100.00 de- 
nominations. (176) 





AN 8% SECURITY AND THE IN- 
DUSTRY BEHIND IT 

A nicely illustrated booklet de- 
scribing a First Mortgage Bond 
of a company whose earnings 
for the past seventeen years 
have averaged over four and 
one-half times the maximum 
bond interest requirements. (162) 

“THE MARKET OUTLOOK” 

A circular issued by Mr. Ben- 
jamin Graham, of Newberger, 
Henderson & Loeb, well known 
to our readers. An _ excellent 
forecast of the market! (177) 

PARTICULARS OF AN UNUSUAL 
OFFERING 

An investment in an estab- 
lished finance institution, en- 
gaged in a highly profitable 
branch of the banking business— 
industrial loans and an oppor- 
tunity to share in the substantial 
profits. Record of earnings over 
a period of 8 years. (178) 

WHAT ARE PUTS AND CALLS? 

The money making possibili- 
ties of stock options—their uses 
to supplement margin and their 
insurance value and employment 
in place of stop orders—fully ex- 
plained in this booklet. (179) 

SAVING MADE MORE PROFIT- 
ABLE 

Explaining the Partial Pay- 
ment Plan of an old established 
bond house. The embryo in- 
vestor as well as the seasoned 
one will find this booklet of 
value. (180) 
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Showing How the Services of 


The Richard D. Wyckoff Analytical Staff 


have been Profitable to its Associate Members 


SS 


In order to show just what our Associate Members have done during the past sev- 
eral months, we have tabulated the actual results of purchases made by Associate 
Members who followed our advices strictly and purchased 100 shares on each of our 
recommendations on the dates mentioned, and closed them out on December 28th at 


the prices then prevailing. 


THESE TRANSACTIONS COVER FOUR MONTHS—FROM SEPTEMBER 1 TO 
DECEMBER 28, 1921 


Date Price Price If Sold Dec. 28: 
Security Purchased Paid . 28: Profit Loss 
Con. Gas Sept. 2 $487.50 


I. i045 cane neuenel Sept. 2,275.00 
675.00 


725.00 
500.00 
50.00 


12.50 

1,200.00 

1,500.00 

b 362.50 

Atchison x 625.00 

Can. Pac. 600.00 

Martin-Parry 3 100.00 

Gen. Mot. 7% 3 250.00 
Sk Ey cu04 csenenned Dec. 350.00 


$9,362.50 $425.00 
Net Profit $8,937.50 


Average dividends of 7.7% 


From the above you will see that the losses have been few and small, while the 
profits have been very substantial. Please note also the character of the securities 
selected—all of them dividend payers. 
In addition to the increase in the value of the principal invested, our Associate 
Members have received a net yield on these investments averaging 7.7%. 
If no further profits are realized during the entire year, the above represents nine 
times the cost of the service, which is $1,000 per year. 
We plan not only to realize dividends and income, but to make MORE DOLLARS THAN 
DIVIDENDS. 
Look over your own transactions during this p:riod and see how your own judgment compares 
with that represented by our Staff. You will immediately see the advantage and necessity for 
your joining us. 
The whole question is, will you not, with even $10,000, be better off at the end of the year by 


following our recommendations, than by clinging to your own selections? You may be expe- 
rienced in the investment market, but have you had as much and as broad experience as we? 





Do you not pay lawyers, doctors, architects, engineers, and other experts to guide you in all 
your other affairs? Are not your investments, in many cases, more vital than these? 


We respectfully renew our invitation for you to join us and trust that we 
shall have the pleasure of examining your present list of investment hold.- 
ings and making recommendations which we believe will be for your benefit. 


saceeeeeeeeeneee= [se This Coupon if you should like to have further details =«aaaaaannnennnan 


The Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 

What can your staff do for me? I am interested in [] Investments for a long pull or [1 trading or 
Ciboth. 
(Mark the ones you are interested in.) 

My present security holdings and available capital totals approximately $ 

This is to be held in strictest confidence by you. 

I understand there is no charge or obligation in sending for this information. 
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